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TUESDAY, MARCH 18, 1958 


Untrep Srares SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 


SUBCOMMITTEE ON INTERNATIONAL FINANCE, 
Washington, D. C. 


The subcommittee met, pursuant to call, in room 301, Senate Office 
Building, at 10: 07 a. m., Senator A. S. Mike Monroney (chairman of 
the subcommittee) presiding. 

Present: Senators Fulbright, Frear, Monroney, and Capehart. 

Also present : Senators Proxmire and Bush. 

Senator Monroney. The Subcommittee on International Finance of 
the Committee on Banking and Currency will come to order. 

The subcommittee is holding hearings on Senate Resolution 264. 

The resolution will be inserted in the record at this point. 

(S. Res. 264 follows: ) 


[S. Res. 264, 85th Cong., 2d sess. ] 
RESOLUTION 


Resolved, That, recognizing the desirability of promoting a greater degree of 
international development by means of multilateral loans based on sound eco- 
nomic principles, rather than a system of unilateral grants or loans, it is the 
sense of the Senate that consideration should be given to the establishment of an 
International Development Association, in cooperation with the International 
Bank for Reconstruction and Development. 

In order to achieve greater international trade, development, and economic 
well-being, such an agency should promote the following objectives : 

1. Provide long-term loans available at a low rate of interest and repayable 
in local currencies to supplement World Bank loans and thereby permit the 
prompt completion of worthwhile development projects which could not otherwise 
go forward. 

2. Permit maximum use of foreign currencies available to the United States 
through the sale of agricultural surpluses and through other programs by 
devoting a portion of these currencies to such loans. 

3. Insure that funds necessary for international economic development can be 
made available by a process which eliminates any possible implications of inter- 
ference with national sovereignty. 

It is further the sense of the Senate that, as a part of the United States eco- 
nomic aid program, funds be subscribed to the capital stock of the International 
Development Association in cooperation with investments made by other partici- 
pating countries. 


Senator Monronery. This resolution would express the sense of the 
Senate that consideration should be given to the establishment of an 
International Development Association in cooperation with the In- 
ugenenl Bank for Reconstruction and Development—the World 

ank, 

This International Development Association would have the fol- 
lowing objectives : 
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(1) Providing long-term loans at a low rate of interest and par- 
tially repayable in local currencies, to supplement World Bank loans; 

(2) Making the maximum use of foreign currencies available to 
the United States through the sale of agricultural surpluses and 
other programs, by devoting a portion of these currencies to these 
long-term loans; and 

(3) Providing the funds necessary for international economic de- 
velopment through a multilateral association, which would eliminate 
any implications of interference with national sovereignty. 

There is no question that many nations of the world are sadly un- 
derdeveloped; they need agricultural, industrial, and commercial de- 
velopment; and, even more elementary, they need such basic elements 
of modern civilization as facilities for health, education, and trans- 
portation. These underdeveloped nations cannot lift themselves by 
their bootstraps, at least not without some help from the more indus- 
trialized nations of the world. f 

We can be proud of what we and the more industrialized nations 
are now doing to assist the underdeveloped countries. Much of the 
United States private investment abroad, nearly $33 billion at the 
end of 1956, went for projects in underdeveloped areas. These in- 
vestments were beneficial both to these areas and to the United States. 
The Export-Import Bank of Washington has also assisted in the 
development of these areas, particularly in Latin America. Of the 
$8.5 billion of credits authorized by the Export-Import Bank, more 
than $4.5 billion involved credits to such underdeveloped areas as 
Latin America, Asia, Africa, and Oceania. 

The World Bank has made development loans totaling over $2.5 
billion, of which all but about $600 million of loans in Europe were 
for development projects in underdeveloped nations. The Interna- 
tional Finance Corporation, recently established under the wing of 
the World Bank, now has a capital of almost $93 million and makes 
investments in private enterprises in underdeveloped areas. 

The development assistance to underdeveloped areas included in 
the foreign-aid programs represents a substantial portion of the $29.4 
billion of economic assistance provided by the United States from 
1948 through 1958. Development assistance was separated from other 
forms of economic assistance in the Mutual Security Act of 1957. A 
development loan fund was established, and $300 million was appro- 
priated to it. Authorization for an additional $625 million was ap- 
a and this sum is being requested by the administration for 

scal year 1959. 

Other nations of the free world have also made substantial con- 
tributions to economic development. The study of foreign-aid ac- 
tivities of other free nations made by Stewart Rice Associates, as 
sie of the review conducted by the Special Committee To Study the 

oreign-Aid Program, estimated foreign aid by free-world countries 
other than the United States, from 1952 through 1955 inclusive, at 
$5.4 billion. 

These sums are vast. They have accomplished much. However, 
there is much more which needs to be accomplished in the future. 

Senate Resolution 264 proposes a new method of assisting in the 
development of the underdeveloped nations of the free world—a way 
which is not now being used, and one which I think would be helpful 
and constructive. 





— =e = ~~. 


INTERNATIONAL DEVELOPMENT ASSOCIATION 3 


We have asked a number of the interested Government depart- 
ments and agencies—Treasury, State, Agriculture, Commerce, Budget 
Bureau, and ICA—to testi y before us on this resolution. These 
agencies have been asked to tell us what they are now doing in this 
field, what they are now accomplishing, what needs to be done but 
cannot be done under existing arrangements, and what the type of 
organization proposed in Senate Resolution 264 could do to meet these 
unsolved problems. 

As we begin these hearings this morning, let us strive for a perspec- 
tive as to the proper role of the United States in the world’s political 
economy. We know that this role is constantly changing, but I 
question whether we appreciate how much change can take place 
within a brief span of 10 years. 

Let us vokibidiae some of the remarkable changes that have occurred 
within 10-year periods during the past half century. 

In 1908, the United States was a powerful Nation but highly iso- 
lationist. "Ten years later, in 1918, we were in the middle of the First 
World War. Another 10 years, 1928, saw us lapse back into isolation- 
ism, only to find the world on the verge of another World War a 
decade later, in 1938. The year 1948 saw us emerging from World 
War II. Western Europe had been saved from communism and was 
on the way to recovery, largely as a result of our Marshall plan aid. 

Now, in 1958, the picture has changed once more. There are forces 
at work pushing us toward isolationism again—this at a time when 
isolationism on our part would ultimately mean the end of the free 
world. The new battle for men’s minds is being fought in the jungles 
and the deserts of the newest and as yet underdeveloped nations. If 
the free countries do not stick together and exert all their united 
efforts, one by one these underdeveloped areas will be swept behind 
the iron curtain. To permit Russia to take over these new nations 
would soon leave us alone, an island in a sea of communism, without 
resources and without friends. 

Certainly we will be forced to continue to spend untold billions to 
keep our defenses secure—to equal or beat the Communists in modern 
atomic and hydrogen weapons and in ballistic missiles in outer space. 
But equating our capacity in defensive power is not the only answer. 
The final outcome of the cold war will be determined on the economic 
front. This is the cold, hard fact of the Russian threat of world 
domination. 

If Russia can dominate through economic means—loans, defense 
supplies, infiltration, and subversion—she can eventually control all 
of Asia. Today she controls through this means the 800 million 
people of Red China, and other areas, and is fostering economic de- 
velopment in that subcontinent. 

She is moving into new fields in Africa and in the Middle East and 
has even made overtures in South America. If she continues this 
march—while the Western World relaxes—the scales can be so tipped 
in her favor that she will dominate the trade and commerce of the 
world. She will be able to call the tune to most of the world’s gov- 
ernments except in the areas of the highly developed countries. 

We must remember, however, that 1958 is not 1948. Our former aid 
has not been given in a vacuum. It has been accompanied by a deaf- 
ening din of Ruscian propaganda that we seek to control rather than 
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protect the world. Such lies might normally be ignored, but we must 
recognize the dangers they create in the present situation. 

An intense desire for better living standards has been awakened in 
the vast populations of Asia and Africa. The fact that many of them 
are just emerging from a period of colonialism and even exploitation 
gives grounds for credence to Russian propaganda. At the same 
time, local Communists use the desire for improvement to put pressure 
on political leaders to accept help from Russia. 

Thus, direct aid by the United States is often viewed with suspi- 
cion. Some leaders play off Russia against the United States in an 
effort to milk the maximum from both. While some may temporarily 
reject Russian aid because ours is better, we have seen still others, 
notably China, decide to try communism. 

These are the reasons which have led me to advocate channeling our 
development aid through an international agency such as the IDA. 
I believe that to do so would prove our honest intention to promote 
rising living standards without interference in domestic affairs. 

But there is yet another reason. Citizens of the United States were 
sold on foreign aid in the beginning as a temporary need to promote 
the economic recovery of free nations. Many of us also recognize now 
that we must help in world development, but we have a right to expect 
the assistance of those nations which we have previously helped to 
share in this great enterprise. 

I believe that the countries we have helped stand ready to shoulder 
their share of the burden, and recognize that they too will benefit from 
general economic progress. 

Thus, last December, Giusseppe Pella, Foreign Minister of Italy, 
proposed a development fund for loans in the Middle East consisting 
of contributions from the United States and Western European 
nations. 

In the same month, Ludwig Erhard, Deputy Chancellor and Eco- 
nomic Minister of West Germany, proposed a similar fund to be 
formed by the members of NATO for multilateral help to under- 
developed areas. 

Earlier last year, Premier Nobusuke Kishi of Japan suggested for- 
mation of a southeast Asia development fund, open to any nation 
desirous of participation. 

In 1956, Venezuela proposed an economic fund for the betterment 
of the nations of the Western Hemisphere. 

Then there have been attempts to create such a fund in the United 
Nations, called SUNFED. 

I was a member of the House Banking and Currency Committee 
at the time of the Bretton Woods Conference which led to the creation 
of the World Bank. I supported legislation permitting our partici- 
pation in the bank, but I confess I was worried over whether it would 
succeed. 

As it has turned out, the World Bank has done a remarkable job. 
Tt has filled a credit gap in the world economy and permitted loans for 
many development projects which could not op been financed other- 
wise. It has not been a subsidized operation, but has laid down strict 
requirements as to interest rates, periods of amortization, and repay- 
ment in convertible currency. 

However, we are finding more and more desirable projects which 
cannot meet the World Bank’s rigid terms. I do not think we should 
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lower the requirements of the World Bank, but we ought to have a 
source of subordinated loans to supplement those of the World Bank 
so that these valuable projects can move forward. 

That is what Senate Pecstution 264 proposes. It is not a hard and 
fast plan. It does not seal a detailed program into operation. But 
it sets forth a new approach to development aid which I believe the 
citizens of this country and of the free world can support without 
reservation. 

The resolution calls for the creation of an International Develop- 
ment Association in cooperation with the World Bank. The proposed 
IDA would make long-term loans at a low rate of interest repayable 
partially in local currencies. These loans would supplement “bank- 
able” loans made by the World Bank to permit construction of many 
projects currently held up because of the World Bank’s stiff require- 
ments. 

World Bank loans are usually made at 4 to 6 percent interest and 
are usually repayable within 20 to 25 years in hard currencies. Under 
the proposed IDA, additional loans would be made at an interest rate 
as low as 2 percent, repayable in a mixture of hard and soft currencies 
over a period of as long as 40 years. 

The IDA would be capitalized by members of the World Bank in 
both hard and soft currencies. The United States would contribute 
both dollars and a portion of its soft currencies which have been gen- 
erated by United States sales of farm surpluses. 

The purpose of these hearings is to consider the main outlines of this 
plan for loans to supplement those of the World Bank. Passage of 
the resolution would not preclude any later refinements of the plan, 
but through it the Senate would serve notice that this is the approach 
we would like to take. 

I would like to say in addition that this program is not proposed 
to be in conflict with or substitution for our present point 4 or tech- 
nical assistance program, the military aid program, or the confiden- 
tial funds of the President. Those perform different functions than 
those envisaged for the proposed International Development Asso- 
ciation. 

In summary, I believe that the proposed International Develop- 
ment Association would work better abroad than our present program 
because : 

(1) It removes the political stigma attached to loans from the United 
States alone by placing them under international banking facilities; 

(2) It insures to receiving nations a continuation of long-range 
project financing by removing the uncertainty of year-to-year appro- 
priations for the annual aid bill in Congress ; 

(3) It provides a further mechanism by which new nations can 
develop an international line of credit ; 

(4) It places the responsibility of passing on the feasibility of 
projects and requests for loans in a genuine banking facility; 

(5) It encourages other nations whose recovery has been helped to 
assume their proper share of the common burden of the development 
of new nations; and 

(6) It facilitates the use in international trade of dozens of local 
currencies not now freely convertible. 

I believe it would work better at home because: 
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(1) It takes the matter of economic development of underdeveloped 
countries out of the arena of domestic politics ; 

(2) It reduces the cost of foreign economic development by the 
better use of soft currencies acquired in our program of surplus 
agricultural commodity disposal ; 

@) It reduces the cost of administration of foreign-aid programs; 
an 


@) It enables the Congress to enact a long-range banking program 
and thereby remove this portion of our aid from year-to-year con- 
sideration on an emotiona!] basis. 

I shall later place in the record at this point various comments and 
reports made on this proposal by the press and several Senators, in- 
cluding myself. These insertions include: 

1. A speech I made on February 24, 1958, with remarks of Senators 
Gore, Symington, Bush, and Cooper; New York Times article re- 
porting the comments of Eugene Black on the Monroney resolution, 
and a New York Times magazine article of February 23, 1958, by 
Barbara Ward. 

2. Remarks of February 24, 1958, by Senator Morse and New York 
Times article of February 23, 1958. 

3. Remarks of February 25, 1958, by Senators Mansfield and Neu- 
berger, and Baltimore Sun editorial of February 25, 1958. 

4. Remarks of February 25, 1958, by Senator Proxmire and New 
York Times editorial of February 24, 1958. 

5. Remarks of March 4, 1958, by Senator Mansfield and article 
from St. Louis Post-Dispatch of March 2, 1958. 

6. Remarks of March 6, 1958, by Senator Mansfield and Christian 
Science Monitor editorial of March 3, 1958. 

7. Remarks of March 10, 1958, by Senator Fulbright, New York 
Times article of March 2, 1958, and Washington Post editorial of 
March 9, 1958. 

8. Remarks of March 11, 1958, by Senator Green and Providence 
Journal editorial of March 8, 1958. 

9. Remarks of March 14, 1958, by Senator Smith of Maine and 
Washington Star editorial of March 14, 1958. 

10. Springfield (Ohio) News editorial, February 27, 1958. 

11. Journal of Commerce editorial, February 27, 1958. 

12. Dayton News editorial, March 1, 1958. 

13. Youngstown (Ohio) Vindicator editorial, March 4, 1958. 

14. Charlotte Observer editorial, March 10, 1958. 

15. Pittsburgh Post Gazette editorial, March 10, 1958. 

16. Newsweek magazine, Washington Trends, March 10, 1958. 

17. Toledo Blade editorial, March 11, 1958. 

18. St. Louis Post-Dispatch editorial, March 12, 1958. 

19. Denver Post editorial, March 12, 1958. 

20. Chicago News editorial, March 12, 1958. 

21. Syracuse (N. Y.) Herald-Journal editorial, March 11, 1958. 

22. Richmond ( Va.) News-Leader editorial, March 12, 1958. 

23. New York Post editorial, March 9, 1958. 

24. Springfield (Tll.) State Journal editorial, March 12, 1958. 

25. Kansas City Times editorial, March 10, 1958. 

26. Des Moines Register editorial, March 24, 1958. 

27. Manila Times, March 12, 1958. 

28. Memphis Commercial Appeal editorial, March 23, 1958. 
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29. Oklahoma City Oklahoman editorial, March 19, 1958. 
30. Wichita Falls (Tex.) Times editorial. 

31. Decatur (Ill.) Herald editorial, March 20, 1958. 

82. Houston (Tex.) Chronicle editorial, March 19. 1958. 

83. Northern Virginia Sun editorial, March 27, 1958. 

34. Macon (Ga.) Telegraph editorial, March 11, 1958. 

35. Green Bay ( Wis.) Gazette editorial, March 4, 1958. 

36. St. Petersburg (Fla.) Times editorial, March 4, 1958. 

37. Augusta (Ga.) Chronicle editorial, March 4, 1958. 

38. Altus (Okla.) Times-Democrat editorial, March 10, 1958. 


1. Senate speech of Senator Monroney on Monroney resolution with 
remarks of Senators Gore, Symington, Bush, and Cooper; New York 
Times report on the comments of Eugene Black on the Monroney reso- 
lution and New York Times Magazine article by Barbara Ward: 


[From Congressional Record, February 24, 1958, pages 2261-7] 
PROPOSED INTERNATIONAL DEVELOPMENT ASSOCIATION 


Mr. Monroney. Mr. President, I submit for appropriate reference a resolution, 
and I ask unanimous consent that it may be printed at this point in the 
Record. 

There being no objection, the resolution was referred to the Committee on 
Banking and Currency and ordered to be printed in the Record, as follows: 

‘“‘Resolwed, That, recognizing the desirability of promoting a greater degree of 
international development by means of multilateral loans based on sound eco- 
nomic principles rather than a system of unilateral grants or loans, it is the 
sense of the Senate that consideration should be given to the establishment of an 
International Development Association, in cooperation with the International 
Bank for Reconstruction and Development. 

“In order to achieve greater international trade, development, and economic 
well-being, such an agency should promote the following objectives: 

“1. Provide long-term loans available at a low rate of interest and repayable 
in local currencies to supplement World Bank loans and thereby permit the 
prompt completion of worthwhile development projects which could not other- 
wise go forward. 

“2. Permit maximum use of foreign currencies available to the United States 
through the sale of agricultural surpluses and through other programs by de- 
voting a portion of these currencies to such loans. 

“3. Insure that funds necessary for international economic development can 
be made available by a process which eliminates any possible implications of 
interference with national sovereignty. 

“It is further the sense of the Senate that as a part of the United States 
economic aid program funds be subscribed to the capital stock of the Inter- 
national Development Association in cooperation with investments made by 
other participating countries.” 

Mr. Monroney. Mr. President, the resolution I have submitted would put 
the Senate on record as favoring a greater degree of international develop- 
ment by means of multilateral loans based on sound economic principles, rather 
than on a system of unilateral grants or loans. In this regard, it recommends 
that consideration be given to the establishment of an International Development 
Association, in cooperation with the International Bank for Reconstruction and 
Development. 

In my judgment the United States must avoid the folly of rigid fixation on 
policies once valid but no longer effective. The world is not a static, unchanging 
picture. It is more like a growing family, with maturing and improving stand- 
ards of knowledge and economic status, and with members desirous of achieving 
a rising standard of living through economic independence. 

New challenges, such as those of Russia in the international development 
arena, should be met with better ideas, ideals, and plans. 

If we insist on retreading badly worn Democratic tires, good in their day, but 
now worn down to the fabric, our foreign-aid program will be broken down 
while the world passes us by. A continuation of propaganda-inspired growing 
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antagonisms, summed up in such disrespectful tags as Uncle Sugar, Uncle Shy- 
lock, and even Uncle Sap, must cease. But they will not be stopped by recalci- 
trant attitudes of a barren, holier-than-thou, false morality. 

The Russians have started an intense economic offensive by offering loans for 
development purposes that are a better deal than ours. We can best meet this 
challenge by taking a lead in creating an international program of multilateral 
loans for economic development, mixing dollars and foreign local currencies. 

The United States took the lead in helping to establish the International 
Bank for Reconstruction and Development, which has financed the construc- 
tion of many worthwhile development projects. However, the World Bank 
cannot, over the 20-year term required by it, make project loans which might 
be good, but would be impossible of repayment in dollars or other hard cur- 
rencies. Therein lies our opportunity. 

Nor can we rely on unilateral grants and gifts to promote the risky but valu- 
able projects. Times have changed. The free and uncommitted nations of 
the world now want progress on a basis of self-respect and equality. There is no 
longer any place for anything that even implies a handout. 

We need to help set up a system of multilateral loans which can be made on 
a completely self-respecting basis. .We must eliminate as quickly as possible the 
type of aid which, despite our honest intention, has been the subject of Com- 
munist propaganda which labels it not only as a charity program, but also as 
Uncle Sam’s efforts to subvert the recipient nations. These untrue allegations 
that our aid implies a superior-inferior relationship with the receiving coun- 
tries, have, in many cases, helped to destroy the leaders of governments friendly 
to us. 

My resolution urges consideration of the establishment of an International 
Development Association to work in cooperation with the International Bank for 
Reconstruction and Development. Such an institution should probably have its 
capital stock subscribed from hard currencies of the United States and other par- 
ticipating countries, so as to give it a dollar and hard currency base. It should 
also have the use of local eurrencies, including a large portion of those which 
this Nation has accumulated from its large-scale disposal of agricultural surpluses. 

Thus, much of the usable capital of the IDA would come local currencies which 
are now frozen and of little or no use to any country. There may be some residual 
funds from the Marshall Plan aid program which would also be available. The 
foreign aid dollar, already appropriated and spent, might well be recycled, for 
use again in world economic development. The IDA would give a greater 
flexibility to the use of foreign currencies and would promote international trade. 

For example, one of the world’s troubled spots is in the relationship between 
India and Pakistan. At the root of this dispute is far more than Kashmir. The 
struggle is for the use of the waters of the six-river watershed that originate in 
India and Tibet and flow through Pakistan. 

Should India alone develop the waters of this great river system, Pakistan will 
perish through loss of water indispensable to its economy. 

For a year or more, engineers of both Pakistan and India have worked together 
in trying to arrive at a joint plan for a huge TVA type of development for this 
section of Asia. The program probably would cost $400 million. Under the 
World Bank rules—requiring repayment in 20 years’ time, at 4 percent interest, 
in hard currencies—this is not a bankable loan. 

Under the plan of the International Development Association, however, the plan 
could be financed with safety and with tremendous good for the development of 
two friendly nations whose disagreements now threaten trouble or perhaps eyen 
war in the Far East. 

As a second-mortgage operation, the International Development Association 
could take perhaps 50 percent of the $400 million loan, subordinating its loan to 
the first claim of the World Bank. The loan could be made for 40 years, at 2 
percent interest, to be repaid, not in dollars or hard currencies, but in local 
currencies of India and Pakistan. 

In designating the dam, for example, the IDA could loan engineering funds 
in German deutschmarks. For earth-moving equipment, it could provide funds 
in French francs, with certain dollar or hard-currency additions. Cement could 
come from some 10 countries, and could be purchased in large part with local 
currencies, with only 10 or 20 percent in dollars. Thus, with a world-wide shop- 
ping list and a vault filled with many local currencies, for the first time wise 
banking administration could make full use of local currencies, including those 
accumulating from the sale of our agricultural surpluses. 
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Undoubtedly other members of the World Bank also could contribute local cur- 
rencies which they have on hand, thus making flexible and judicious use of many 
frozen assets. 

Mr. Gore. Mr. President, will the Senator from Oklahoma yield to me? 

Mr. Monroney. I am happy to yield to my distinguished colleague, the Senator 
from Tennessee. 

Mr. Gore. To what beneficial use—unless it be in some internatioal develop- 
ment program—is the United States to put the enormous quantities of foreign 
currencies now within its call? 

Mr. Monroney. I am very glad the Senator from Tennessee has asked that 
question, because we have seen such currencies pile up until now they have 
reached a total of nearly $2,500,000,000. We are lending some of these local 
currencies back to the countries which buy our surplus agricultural commodities, 
However, as the Senator from Tennessee found last year when he was in Burma, 
they are loath and unwilling to accept a unilateral loan from the United States, 
for fear that their governments would be charged with being satellites of Uncle 
Sam. Consequently, the money which the United States might be willing to loan 
unilaterally is not designed by many such countries. I am told that $78 million 
from the sale of our agricultural surpluses to Indonesia lies idle in the Bank. 

If we are not careful, in the next 5 years we may accumulate additional bil- 
lions of local currencies, from the sale of our agricultural surpluses. If we do 
not find a means of using these section 480 funds, we shall find that we have 
sacrificed bales of cotton in warehouses for bales of currency. 

We cannot justify a continuation of this very fine program of section 480 sales, 
which I have supported thoroughly, unless we find a way now to put the funds 
to work. 

By mixing hard currencies with soft currencies in connection with a second- 
mortgage type of program, the necessary funds could be made available to coun- 
tries which today cannot deal in dollars. Such second-mortgage loans could be 
made by an international development association. In that way the necessary 
funds could be made available. 

Mr. Gore. Mr. President, will the Senator from Oklahoma yield further to me? 

Mr. MonRONEY. I am very glad to yield. 

Mr. Gore. Although the amount of foreign currencies now belonging to the 
United States is enormous, it would still appear to be within manageable propor- 
tions. However, if no constructive measure is advanced and if no realistic pro- 
gram is adopted, so as to put this enormous amount of currency to some good 
use, in the years ahead, shall we not run the risk of accumulating foreign cur- 
rencies in such enormous quantities as to create a real danger to international 
exchange? 

Mr. Monroney. If we attempted to use them unilaterally, in large-scale 
amounts, the stability of the foreign currencies might be destroyed. 

Mr. Gore. Mr. President, will the Senator from Oklahoma yield once more? 

Mr. Monroney. Mr. President, I am happy to yield, because of the great 
contribution the Senator from Tennessee is making to the development of the 
idea of recycling the aid given by the United States to other countries, so that 
those countries might in turn extend aid to others. 

Mr. Gore. I thank the able Senator. If I understand the situation correctly, 
this foreign currency has no purchasing power in the United States. Is that 
correct? 

Mr. Monroney. Absolutely none. We intended to use more for strategic 
materials, but our stockpile is apparently now considered adequate. We use 
a small part of it for our military expenditures and for our diplomatic estab- 
lishments within the issuing countries; but it is only a fraction of the billions 
of dollars being generated by the sale of our agricultural commodities. 

Mr. Gore. But all three instances of expenditure to which the Senator has 
alluded occur in other countries, not in ours. Is that correct? 

Mr. Monroney. That is correct. 

Mr. Gore. This quantity of foreign currency, however, does have a value in 
international exchange, does it not? 

Mr. Monroney. Indeed, it does, and the use of it in a world bank that could 
carefully release amounts of foreign currencies in a judicious way, so it would 
not create inflation, would result in foreign currency beginning to move in world 
trade, instead of having all world trade tied to the American dollar. It is bad 
to have a dollar-scarce world. The more freely other countries can use their 
own currencies, the better off we all are. 
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Mr, Gore. Would it not be possible, since we possess more than §2 billion of 
foreign currency, representing good international exchange, to substitute the 
use of the international currency for the appropriation of American dollars, at 
least to some extent? 

Mr. Monroney. The Senator is reading my mind, because that is a part of 
the proposed program. There cannot be a complete substitution of foreign 
currency. There must be a dollar or hard-currency base. But given such a 
base, there will be more opportunity to make use of currencies which today 
have little value in the world market. 

Mr. Gore. I wish to thank the Senator for making the constructive sugges- 
tion by which foreign currencies might be put to beneficial use—a use for which 
the world is in great need, a use which will contribute to the development of 
foreign countries, and a use which will prevent a dangerous accumulation of 
unmanageable quantities of foreign currency. 

Mr. MoNRONEY. Iam sure my distinguished friend and colleague also recognizes 
the dangers of tying up trade on a unilateral basis which makes the countries of 
the world indebted to us and gives us an unusable stockpile of currencies of many 
nations of the world. At some future time a movement will be started for total 
forgiveness of the increasing foreign-aid debt. Uncle Sam will probably be asked 
to forgive world loans. The Senator from Oklahoma proposes to put such loans 
through an international banking association, so such transactions will be han- 
dled on an international basis. The International Development Association would 
be similar to the World Bank, except it would furnish a second mortgage market 
for the 20 percent or 30 percent of projects which otherwise would not be bankable. 
The head of the World Bank confidentially told me he could have made 50 or 60 
more banks loans, which would have made unnecessary some grants-in-aid, had 
he had available such a second-mortgage operation. 

Mr. SyMrinetTon. Mr. President, will the Senator yield? 

Mr. Monroney. I yield to the distinguished Senator from Missouri. 

Mr. SymMiIncton. I am much impressed with the idea of the distinguished 
Senator from Oklahoma. In the cost to the people of the United States of the 
farm program, there was a difference of opinion as it was presented by the 
Department of Agriculture, and some members of the committee, as to the 
true cost. The difference ran into several billions of dollars. One of the charges 
placed in the cost balance sheet of the Department of Agriculture was that 
resulting from depreciation in foreign currencies received as a result of the 
operation of Public Law 480. As I listened to what the distinguished Senator 
had to say on the subject, it occurred to me that inasmuch as there probably 
would be an increasing flow of foreign currency, we probably would prevent 
further devaluation of such foreign currency; and therefore there would be less 
cost chargeable against the farmers for the price-support program. 

Mr. Monroney. The Senator is hitting an important note, as he always does. 
Certainly, the farmers of America should not be charged with the depreciation in 
the value of foreign currency. But if the world is tied to the dollar standard 
instead of the gold standard, then the other currencies that are used will decline 
in value. Only through usefulness in world trade do currencies have value. The 
bank I propose would for the first time provide for the use, in international 
trade, of local currencies of many small and new nations which have recently 
emerged from colonial status. 

Mr. SyMINGTON. I should like to associate myself also with the statement of 
the distinguished Senator from Tennessee and congratulate the Senator from 
Oklahoma, who, as usual, has been constructive in the presentation of an idea 
to the Senate. As I have listened, it is my understanding that such a bank 
would further reduce the cost of the agricultural programs; and also would 
probably increase our good-will relations with other countries. 

Mr. Monroney. I thank my distinguished colleague. I may say that with such 
multilateral loans we could look forward to more sales of our agricultural sur- 
pluses, because the receiving nations would prefer to have their currency work- 
ing rather than hanging over their heads like the sword of Damocles. I think 
by judicious diplomacy we can negotiate to remove the strings by which coun- 
tries are now tied. All the world will recognize the benefits from the establish- 
ment of an international development bank, and trying to bring other countries 
to an adequate economic development. 

Mr. Gore. Mr. President, will the Senator yield? 

Mr. Monroney. I yield to the Senator from Tennessee. 

Mr. Gore. Does not this discussion illustrate once again that it is not money, 
eurrencies, but goods and services which cross international boundary lines, and 
oceans to balance trade? 
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Mr, Monroney. The Senator is entirely correct. We hope to remove some of 
the problems brought about by having dollars and the pound sterling as the 
only currencies in which the world can deal. The shortage of those currencies 
could result in mulitple disasters. 0 

Mr. Gore. If our country continues to accumulate bales of lira, bales of yen, 
and bales of francs, will that not inevitably worsen the imbalance which pres- 
ently exists? 

Mr. Monroney. Sooner or later these currencies must be forgiven or written 
off or they must be used. If they are used injudiciously, then there will be an 
impact on the country of issue which could cause inflation, and could destroy in- 
stead of help the country to whom we have sold agricultural surpluses. 

Thus other nations, which have been helped in their economic recovery, can 
in turn help others. However, a hard-currency base of dollars and other well- 
rated moneys will be necessary to make the IDA work. 

Final details of the IDA would have to be worked out after careful hearings 
before the Senate Committee on Banking and Currency. Then the experts of 
the State Department, the World Bank, and those of other leading nations could 
refine the program to give it a sound charter and capital structure. 

As a starter, it seems to me the International Development Association would 
need an original capital of $1 billion in dollars or hard currency. The United 
States would probably put up 30 percent of this amount or $300 million, based 
on our contribution to the establishment of the World Bank. 

It might be possible, after full hearings, to commit the $300 million appro- 
priated by the Congress last year for the establishment of the United States de- 
velopment loan program. It is my understanding that few, if any, of these 
millions have yet been used. 

If the Congress chose this method and if the United States development loan 
program’s funds were authorized for use in the IDA, no new appropriated funds 
would be required for the United States capital stock in the association. 

Secretary Dulles is now asking in the current foreign program for an addi- 
tional $625 million for his own United States development loan program. 

This is a unilateral lending program which is operated in conjunction with 
the State Department. We appropriated $300 million last year, and we are being 
asked to appropriate $625 million this year, yet there has not been a single loan 
to date. I see no need for this additional money for more unilateral lending. 

The United States’ share of the capital stock of the proposed International 
Development Association would be less than half of the total which Secretary 
Dulles is asking as additional capital for his own unilateral development fund. 

It is likely that more hard currency capital might be needed for 2 or 3 years. 
If this should prove true, the Congress could commit the $75 million in annual 
dollar earnings from interest on foreign loans made under previous aid programs 
and thus meet additional requirements without new appropriations. 

The idea of subordinated loans is not a new one. It was used successfully in 
many programs under the Reconstruction Finance Corporation. The guaranty 
of home mortgages released a flood of home building because of the guaranties 
behind private mortgages. Our reclamation loans are another example. They 
are gilt-edged when the projects are used for the construction of a new dam 
which generates hydroelectric power. Power revenues pay off quickly and hand- 
somely, while the long-term loans for irrigation pay off slowly but surely through 
development of undeveloped areas of the United States and from the sale over 
50 years of irrigation water. 

The IDA would have the triple advantage of (a) ultimately lessening the need 
for direct economic aid by making more effective use of local currencies, (b) pro- 
moting the sale of agricultural surpluses, and (c) promoting international trade 
and economic well-being. 

This is not a sudden inspiration. I have discussed the idea with many leaders 
both in America and abroad over a period of 18 months. The response has been 
overwhelmingly favorable, both to the establishment of such an international as- 
sociation and to the judicious use of multilateral currencies. About the only 
argument I have heard against the proposal is that the local currencies under our 
control are already committed. This, of course, can be changed either by the 
unilateral action of the United States or by agreement among the countries 
affected. 

I have sought bipartisan support for this matter, and have discussed it with 
leaders in the present administration at several levels, who are giving it continu- 
ing study. As of now there has been no final determination of the administra- 
tion’s position on the proposal. 
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Mr. BusH rose. 

Mr. Monroney. I yield to the Senatur from Connecticut. 

Mr. Busu. I was going to ask the Senator to yield for a question, but the Sena- 
tor is beginning to answer the question I had in mind, so I will withhold the ques- 
tion. 

Mr. Monroney. I am happy to say that for over a month I have been having 
discussions with men high in the Department of State, in the Department of the 
Treasury, and in the World Bank. Generally, I have found acceptance of this 
idea of a multilateral approach as being the safe, sound, logical way to conduct 
the developmental activities of the future in the underdeveloped areas. 

Sooner or later the United States is going to be called Uncle Sap, or Uncle Shy- 
lock, and be asked to forgive these unilateral development loans. If the pro- 
cedure is all handled through an international bank the loan becomes an im- 
personal matter, and the local currencies will respect their credit rating and 
pay off. 

May I say that there has never been a default to the World Bank. One Latin 
American country almost defaulted, but the ambassador was called in and was 
told that his would be the first nation to default to the World Bank. He asked 
exactly how much time they would have to make good on the payment, and he 
was told that they would have only 24 hours. That country, within 24 hours, 
not only met the interest payment due, but paid a year ahead, so careful was it to 
protect its international credit. 

Mr. Busu. Mr. President, did I correctly understand the Senator to say he has 
specifically discussed this matter with the World Bank officers? 

Mr. MonrRONEY. I have indeed, sir. There 1s a news article which I will ask 
to have printed in the RrEcorp at the conclusion of my remarks, which appears 
in today’s New York Times. It is written by Mr. E. W. Kenworthy and it de- 
scribes an interview with Eugene R. Black of the World Bank, in regard to my 
proposal to establish an International Development Association. The headline 
is: “Black Asks Study of Second World Bank—Agency’s Chief Sees Need for 
Credit Association Urged by Monroney.” 

The story starts: 


“WASHINGTON, February 23.—Eugene R. Black, president of the World Bank, 
said today that the bank ‘would be willing to explore’ the idea of an affiliated 
agency that would make mixed-currency, low-interest loans to underdeveloped 
nations.” 


I am going to ask unanimous consent to have the article, which appears in the 
New York Times, printed in the Recorp at the conclusion of my remarks. 

Mr. BusHu. I thank the Senator. 

Mr. Monroney. I thank my distinguished colleague, who has had so much 
experience in fiscal and banking affairs. 

Mr. President, the annual debate on the extent of United States economic aid 
will shortly come up again in Congres. It has gotten to be like the crocus—the 
annual harbinger of spring. We are likely to hear again the same old overworked 
arguments that have so often been bounced back and forth, and perhaps our 
greatest danger lies in apathy. As our own business recession continues, there 
is certain to be an increasing desire on the part of many to pull in our horns on 
economic aid, reciprocal trade, and other polices at a time when our international 
activities are perhaps more important than ever. 

As an observer of congressional affairs over 21 years, both as a Member of the 
House and of the Senate, I believe that our foreign-aid program, sorely needed 
at this time, is in the gravest possible danger of defeat or mutilation through 
crippling amendments. 

Both at home and abroad the program calls for new ideas and ideals if it is 
to pass the Congress and if it is to perform its function on helping those new 
areas of the world which desperately need to develop their natural resources. 
The one young and vigorous foreign-aid program, bequeathed to this Republican 
administration by President, is now old, tired, weary, haggagerd, and worn out. 

No football coach could use the same old plays year after year in the same 
conference without a certainty of winding up in the cellar position. What is 
true with football, it is also true in foreign policy. 

The Russian sputniks are merely the most flamboyant evidence of the grow- 
ing challenge of communism. Not only are they apparently ahead of us in some 
scientific research and the development of intercontinental ballistic missiles, but 
now they are also stepping up their activities in the field of foreign aid, and it 
is quite evident that they will continue to do so. The scope of their loans 
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and barter deals has steadily grown, and their international development aid 
has become a major strand in their whole fabric of world strategy. 

The Communists economic penetration has been concentrated in the areas 
where we are weakest, the countries of Asia and Africa, especially those which 
make up the periphery of Communist geographical hegemony. These nations 
are currently the most susceptible to political and economic infiltration. Many 
have broken the bonds of western colonial power only within the last 10 or 12 

ears. 
: The so-called underdeveloped nations of the world include nearly 90 percent 
of the world’s population. Coming on the heels of relinquished western control, 
it should be hardly surprising that the Russian propaganda with an anticolo- 
nial theme should fall on fairly fertile ground. 

These nations have seen little demonstration of Russian imperialistic designs, 
and the Communists have been able to point to the military underpinning of much 
of the western aid, geared as is it has been to such arrangements as the Baghdad 
pact and SEATO. Russian military aid has been given without reciprocal 
guaranties or alliances, which lends credence to the Russian charges. 

The dropoff in world trade has accentuated the problems among the younger 
nations of the world. Until recently, the high degree of American economic ac- 
tivity has helped them more than foreign-aid programs. We bought much of 
their primary products—jute and tea, rubber, tin, and other critical materials. 
Now, however, prices of these commodities have fallen markedly, causing great 
losses in their income. 

The answer does not lie in a greater degree of haphazard loans and grants 
solely from the United States. What is needed is a program of sustained ac- 
tivity in the field of international development which can draw in many nations 
so that loans can be extended on a multilateral basis. 

The United States has more to gain from international development than 
merely a forestalling of Soviet strategy. As more nations break through the 
development barrier and are able to join that select group of countries with 
rising living standards and ability to carry out capital development from internal 
savings, the markets for western goods will simultaneously expand. 

For all the Soviet talk about aid without strings, the underdeveloped nations 
are not so gullible as some might think. Much as Russians have tried, the Com- 
munist leaders have not been able to blot out the memory of Hungary. The 
biggest danger lies in these nations being forced by popular opinion to accept 
Russian help at face value and thus skate on the dangerous ice of Communist 
domination. 

The greatest desire of these nations is economic independence and control of 
their own affairs. Our aim should be to regain the initiative from the Soviet. 
We need to help finance them in a way that is proof that we have mutual inter- 
ests at heart rather than any desire for economic or military control. This, I 
believe, can be accomplished only by international leading and the use of an 
international development association such as I have proposed. 

There are probably a great many miscellaneous objections which can be raised 
to an IDA bank, but a resolution would force serious consideration of it. I am 
convinced that most objections could be ironed out. 

Mr. Busu. Mr. President, will the Senator yield? 

Mr. Monrony. I yield. 

Mr. Busu. Does the Senator contemplate that these loans would be made by 
the agency only to governments, as is the case with World Bank ? 

Mr. Monroney. That would be the logical assumption. The World Bank has 
a $100 million fund which is made available to private industry. 

Mr. Busu. That is a separate fund. 

Mr. Monroney. It is a separate fund, but it is operated on along the lines of 
the same idea on which the proposed bank would be based. 

The distinguished Senator is familiar with the underdeveloped countries in 
Asia. He knows that there is no capital structure to permit the development of 
large-scale dam projects or gigantic steel mills, or other things which are needed. 
If those countries are to build up a capitalistic system, they must have the tools 
with which to do it. Therefore, through the International Development Asso- 
ciation, which I propose, which would be an international bank, subordinated 
capital could be made available. I would anticipate it would be made available 
largely to governments. 

Mr. Busu. Perhaps the Senator contemplates also that loans might be made 
to corporations or associations within countries—loans not guaranteed by the 
governments of the respective countries. 
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Mr. Monroney. The World Bank has a $100 million fund for this purpose. It 
is getting along quite well. 

Mr, 4uUSsH. 1s the Senator referring to a new fund? 

Mr. Monroney. It was created rather recently. So far there has been no 
need for additional capital. When there is, the World Bank will have no prob- 
lem in raising funds on its own account, as it does in marketing its debentures, 
to build up this agency of the World Bank. But I do not wish to confuse the 
use of soft currency and hard currency in the development of larger projects 
for internal development of nations with the idea of loans to corporations wish- 
ing to undertake development in those countries. 

One is a private-profit operation by business. The other represents an effort 
to bring about development in a given country of a productive system. If a 
country does not develop its resources, all there is left is Government owner- 
ship. We can prevent those countries from drifting into communism, but to 
do so we must assist their economic development. 

Mr. Busu. I thank the Senator. I was trying to determine whether the ob- 
ject was to lend to the governments themselves, or whether the Senator had a 
broader concept. As the Senator knows, the Export-Import Bank lends to cor- 
porations in various countries. If they have good credit, they can borrow good 
dollars. 

Mr. Monroney. The loan would be for the purchase of American products. 
If a Japanese airline wanted a DC-—6, we would lend it the money with which 
to buy it. If India wanted a Westinghouse electric plant, we would lend India 
the money with which to buy the electric plant. That is a direct loan, and a 
very wise one and well managed, when it is handled for the benefit of Amer- 
ican manufacturers who wish to sell their products abroad to countries with 
good credit. I approve that program. I think it is a valuable instrument in 
our own commerce. 

However, we are talking about world development. Today we are engaging 
in grants-in-aid and unilateral lending. We must get off that basis. It is 
destructive of our popularity abroad. It is destructive of the various govern- 
ments which we try to help, and it is destructive of the long-range objective of 
building economic independence among the new nations. 

Mr. Busu. Is the Senator introducing a bill today, or merely presenting an 
idea? 

Mr. Monroney. The Senator from Oklahoma has submitted a Senate resolu- 
tion. The Senate is supposed to be the guardian of foreign policy. The resolu- 
tion expresses the sense of the Senate that we should move toward multilateral 
lending and away from unilateral lending; that we should establish such an 
association as I have described; and that we should commit a part of our 
economic aid funds to such an objective. 

As chairman of the Subcommittee on International Finance of the Committee 
on Banking and Currency, I shall welcome the comments of Members of the 
Senate as the hearings proceed. We wish to receive testimony from all the 
available experts. We need new ideas and ideals if we are to defeat the Com- 
munists in the economic cold war. 

Mr. Busu. I take it the Senator expects to have hearings. 

Mr. Monroney. I hope hearings can be held within 10 days, and that the pro- 
gram can be considered in connection with this year’s foreign-aid legislation. 

Mr. Cooper. Mr. President, will the Senator yield? 

Mr. Monroney. I am happy to yield to the Senator from Kentucky who estab- 
lished such an enviable record as our Ambassador to India. 

Mr. Cooper. I am very much interested in the Senator’s very fine statement. 
It is true that, because of our Public Law 480 programs, the United States 
becomes the owner, or is owed large amounts of local currencies for surplus 
sold by the United States, and that it is difficult to find means of using these 
currencies. 

Mr. Monroney. The Senator is correct. 

Mr. Cooper. We own them; or they are owed us; but we have difficulty in 
using them or purchasing from the debtor countries their products, so they 
can pay us for our agricultural surpluses. As I understand the Senator’s idea, 
it is that if various countries make available their local currencies to the bank, 
it will spread throughout the world the availability of credit and capital goods 
from countries other than the United States. 

Mr. MoOnRONEY. A very simple illustration would be if India wanted to buy a 
$100 million hydroelectric project. They would go to Mr. Eugene Black of the 
World Bank and say, “We want $100 million.’ Mr, Black would say, “It 
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will not pay out in 25 years at 4 percent in hard dollars; therefore we cannot 
make the loan. However, if you can get the International Development Asso- 
ciation to take 30 percent of it, we believe we can make a bank loan on the 
remaining $70 million.” The IDA could provide deutschemarks for the engi- 
neering, French francs for road-moving equipment, and so forth. 

Mr. Cooper. The Senator’s purpose is to widen the possiiblity of growth by 
spreading the availability of credit and capital goods. 

Mr. Monroney. That is correct. My idea is to help the world develop so 
that those countries whom we have helped can now help others. 

Mr. Cooper. I do not see the exact relationship between the Senator’s pro- 
posal and future agricultural sales under Public Law 480. 

Mr. Monroney. There are $2% billion that are doing us no good. 

Mr. Cooper. I do not agree with that statement. 

Mr. Monroney. We cannot spend the money. 

Mr. Cooper. In the future we will still have surpluses and we will still want to 
dispose of the surpluses. The Senator’s proposal is much larger in its scope 
than the disposition of our surpluses, but how would they be affected by the 
proposal of the Senator from Oklahoma? 

Mr. Monroney. We are now selling farm surplus for foreign currencies we 
cannot use, and appropirating more dollars for foreign aid. If these foreign 
currencies can be used for loans through a multilateral association, it will 
help in the economic development of underdeveloped countries, and reduce the 
need for undesirable unilateral aid. The more soft currency we have, the more 
help we can give. It works out to the advantage of both the recipients and 
ourselves. 

Mr. President, I do not wish to delay the Senate unduly. I shall conclude 
my statement very shortly. 

We should seek the testimony of the best authorities we can find. It can, 
and probably will, be modified and improved, but I believe the time is right to 
make a dramatic change and improvement in our methods of handling foreign 
aid. 

If we will modernize our foreign-aid efforts by adopting a multilateral pro- 
gram, the result should be a great step forward in counteracting Russian 
attempts to subvert nations with their loan and aid program. We will have 
announced and will prove to the world that our desire for improvement of con- 
ditions of all men is one which involves no selfish or imperialistic designs. 

Mr. President, I intend to hold hearings on this resolution very soon in the 
Senate Banking Committee’s International Finance Subcommittee, of which I 
am chairman. I hope Senators, administrative officials, and others will study 
it carefully so that we may have good testimony at the time hearings are held. 

Mr. President, I ask unanimous consent to have printed in the Record an article 
from the New York Times of today by E. W. Kenworthy, describing an interview 
with President Eugene R. Black of the World Bank regarding my proposal to 
establish an International Development Association. 

There being no objection, the article was ordered to be printed in the Record, 
as follows: 


“BLAcK ASKS STUDY ON SECOND WoritD BANK—AGENCY’sS CHIEF SEES NEED FOR 
CREDIT ASSOCIATION URGED BY MONRONEY 


“(By E. W. Kenworthy) 


“WASHINGTON, February 23.—Eugene R. Black, President of the World Bank, 
said today that the bank ‘would be willing to explore’ the idea of an affiliated 
agency that would make mixed-curency, low-interest loans to underdeveloped 
nations. 

“This idea has been advanced by Senator A. S. Mike Monroney, Democrat, of 
Oklahoma. It was described in an article in today’s New York Times. 

“Senator Monroney said yesterday that ‘the Russians have embarked on a 
program of loans for development purposes on better terms than we are offering.’ 

“*T think,’ the Senator went on, ‘we can best meet this challenge by stimulating 
an international program of multilateral loans for economic development, mixing 
dollars and foreign local currencies.’ 


“ASKED WORLD BANK LINK 


“Senator Monroney proposed that a new agency—which might be called the 
‘International Development Association’—be created to make such loans. 
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“This agency, he suggested, should be affiliated with the International Bank 
for Reconstruction and Development—the World Bank—whose lending authority 
is now limited to loans repayable in hard currency on terms corresponding to 
those of regular commercial banks. 

“Mr. Black commented today on the proposal as follows: 

“*T have seen the story in today’s New York Times about a possible Interna- 
tional Development Association affiliated with the World Bank. 

“*The general concept outlined by Senator Monroney seems to be one that the 
World Bank should be willing to explore. 

“*T have frequently said that in a number of countries a reasonable rate of 
development would require additional capital beyond what is available on a hard 
loan or bankable basis. 

“ ‘And I have also said that that international administration of development 
financing, if it can be organized on a sensible economic and nonpolitical basis, is 
preferable to bilateral national administration. 


“ “DISCUSSED POSSIBILITIES 


“From time to time I have discussed various possible mechanisms of that 
international kind. Very recently, I have had a few talks with American Govern- 
ment officials, as well as with Senator Monroney, about an agency along the lines 
of the Times’ story. 

“These talks were very tentative, and as far as I know none of the United 
States officials has become to any definite conclusion on the subject, nor have I. 

“This concept naturally involves a great many complex problems which would 
need to be carefully considered. However, my reaction is that the idea is very 
interesting and warrants further study.’ 

“Senator Monroney is hoping to promote just such further study. Tomorrow 
in the Senate he will introduce a resolution that. will say : 

“ ‘Recognizing the desirability of promoting a greater degree of international 
development by means of multilateral [multicurrency] loans based on sound con- 
economic principles, rather than a system of unilateral grants and loans, it is the 
sense of the Senate that consideration should be given to the establishment of an 
International Development Association, in cooperation with the International 
Bank for Reconstruction and Development.’ 

“Senator Monroney’s plan would call for an initial hard-currency capitaliza- 
tion of $1 billion, represented by class A voting stock. Supplementing this would 
be a further soft-currency capitalization, represented by class B nonvoting stock. 

“The United States would contribute $300 million in hard currency, and other 
nations $700 million. The United States share would require no new appropria- 
tion if Congress decided to use the $300 million appropriated last year for the 
Development Loan Fund, which is still intact. 

“For the grade B stock the United States could use local currencies accumulat- 
ing from repayment of loans made out of the sale of agricultural surpluses.” 

Mr. Monroney. Mr. President, I also ask unanimous consent to have printed in 
the Record, following my remarks, an article entitled ‘““The Great Challenge Is 
Not the Sputniks,” written by Barbara Ward, and published in the New York 
Times magazine of February 23, 1958. 

There being no objection, the article was ordered to be printed in the Record, 
as follows: 

“THE GREAT CHALLENGE IS Nor THE SPUTNIKS 


“(By Barbara Ward) 


“The annual debate on foreign aid is about to begin in Congress; but it has 
been carried on for so many years, and the arguments in the controversy have 
been bandied back and forth so repeatedly, that there is real danger of staleness 
creeping into the whole discussion. Yet this, of all years, is the last in which to 
give the issue only tepid attention. Some of the ground may be familiar enough. 
But.in two vital respects, the problem has taken on a new aspect and there is now 
fresh urgency to all the old arguments. 

“The first point is the scale of the Communists’ entry into the field of foreign 
aid and their evident intention to stay there. In the last 4 years the scope of 
loans and barter deals made by the Soviet bloc has steadily widened. From piece- 
meai offers, they have begun to develop what looks like a generalized strategy. 

“At the recent Cairo conference organized by the Afro-Asian Communist-front 
organizations, the Russian delegates took the opportunity to offer sustained aid 
without strings to all underdeveloped nations. As proof of their intentions, they 
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could point to the $1.9 billion in economic and military aid which the Soviet 
bloc has pledged since 1955. Meanwhile, the scale of the Russian economy and 
the number of trained Soviet technicians available for service abroad are stead- 
ily increasing. There is thus every reason to suppose that future assistance will 
be on a steadily expanding scale. 

“As a general instrument of propaganda, the Soviet offer is designed to influ- 
ence all backward but ambitious nations—and they include nine-tenths of the 
human race. If a state of backwardness begins where per capita annual income 
is below, say, $300, very few areas escape. Western Europe, the white members 
of the British Commonwealth, above all North America—where the figure ex- 
ceeds $1,500—are comfortably beyond the definition. But most of Asia and 
Africa—and large parts of Latin America—tlie at the other extreme; annual in- 
comes per head fall to $50 and below. It is at these levels that the desire to 
break out of the vicious circle of poverty breeding ever more poverty reaches 
revolutionary force. It is here that any policy of sustained capital aid from 
whatever source must find the most eager hearing. 

“But the specific programs of Soviet aid are not so generalized. They follow a 
more immediate strategy. Virtually all the nations which have received direct 
assistance in loans and trade deals lie along the geographical frontiers of Com- 
munist power. There have been occasional wider excursions—trade negotiations 
with Argentina, barter offers to the Sudan—but the bulk of the $1.9 billion has 
been expended along the periphery of the Communist world, from the Levant 
through Afghanistan and India and on into southeast Asia. 

“The nations on this fringe offer the Communists important entry points for 
both political and economic infiltration. All of them—virtually without excep- 
tion—emerged from western colonial rule only the last dozen years. Although 
Afghanistan, Iran, and Thailand were never formally taken over and Iraq 
attained a measure of independence in 1932, all of the other states were still 
under British, French, or Dutch control as recently as 1946. To their peoples, 
the anticolonial theme of Russian propaganda is instantly familiar and, since 
Russian imperialism never impinged directly on them, the Russian pretense of 
disinterestedness, of aid without strings, seems plausible to many. 

“The Communists have, moreover, been able to play on anticolonial sentiment 
by underlining to Asian opinion the extent to which western aid has been 
geared to military programs undertaken in alliance with the West. In western 
eyes such arrangements as the Baghdad and SEATO pacts may look like reason- 
able local efforts at self-defense. But in Asia, where in the past alliances 
between local states and Western colonizing powers often preceded colonial 
eontrol, it is easy to arouse Asian suspicion that today’s alliances could be the 
prelude to renewed colonial control tomorrow. Russia, in giving military aid, 
asks for no guaranties or alliances and is thus free to attack the western pacts. 

“Another Russian asset is the very urgency of Asian economic need. All these 
states face formidable obstacles. Only two of them—the oil states, Iran and 
Iraq—have sufficient capital for development. Even they lack trained techni- 
cians and adequate educated leadership. All the others are caught in a 
dilemma—their populations are so poor that they can barely save, but saving 
is the only escape from poverty. In these economies, where the beneficent spiral 
of saving breeding further saving cannot be set in motion, capital and technical 
aid are the first aims of policy. 

“The Russians, who face no annual open debate on the desirability or other- 
wise of foreign aid, who do not need to stress self-interest to secure popular 
consent at home for foreign spending, who can detail officials for foreign service 
in any field, who need make no precise economic accounting of strict profit and 
loss in their aid programs, have a capacity both for quick decision and for sus- 
tained effort which the western system inherently lacks. In 4 years they have 
come within sight of catching up with the whole western effort of a decade. 
In the key countries along the Asian fringe the amount of capital assistance pro- 
poe by them has already outstripped the American total by about half a billion 

ollars. 

“But it is not simply the new Russian effort that is at issue. There is a sec- 
ond point to underline—the falling away of world trade in the wake of Ameri- 
can business stagnation. It can be argued that in the last year the Communists 
have profited more by western mistakes and incoherences than by their own 
direct action. For among the underdeveloped areas are to be found most of the 
world’s primary producers. Jute and tea from the Indian subcontinent and 
Ceylon, rubber and tin from Malaya, rice from Burma, cotton from Egypt, the 
Sudan, and Uganda—these are some of the products which underpin the un- 
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stable economies of Afro-Asian countries—and in the last decade an almost 
unbroken boom in world commodity prices, sustained, above all, by the high 
level of American economic activity, has done more than any foreign-aid pro- 
grams, from whatever source, to create a surplus from which savings could be 
drawn. 

“But in the last year the picture has changed. World metal prices have 
fallen by 25 percent, fibers by 15 percent; since 1955—in the 2 years leading 
directly up to independence—Malaya’s rubber prices have dropped by 50 percent. 
All in all, according to the latest United Nations figure, primary producers lost 
six hundred to seven hundred million dollars in export income in 1957 alone. 
This figure is more than half the total of American aid given to the Asian fringe 
since 1949. Thus Russia is expanding its program of aid and barter just at a 
time when normal trading has fallen away and has caused acute embarrass- 
ment to the local governments. 

“This, in essence, is the new situation which underlies this year’s debate on 
foreign aid. 

“The old arguments—of Asian need of the West’s interest in stable conditions, 
of the risks inherent in leaving the fringe states wide open to Communist 
blandishments—are all vitally reinforced by Russia’s notable entry into direct, 
sustained competition in the field of aid and by the evidence that the whole 
Western trading position has been gravely weakened by the economic stagna- 
tion of the last year. In fact, the new conditions of 1958 might best be summed 
up by saying that, while the Russians have evolved a long-term economic strat- 
egy for the Asian fringe (and beyond it, for the underdeveloped areas every- 
where), the Western powers appear to have no general policy of any sort. 

“Their patchwork of aid is not related to any long-term plan for sustained 
development nor do they coordinate their individual offers. The assistance they 
give with one hand is canceled by the purchases they no longer make with the 
other. The domestic breathing space becomes a near-hurricane by the time the 
effect of falling business activity at the center slashes export programs on the 
fringe. In short, if there is any assumption behind the foreign economic policy 
of the Western powers, it seems to be that the program can proceed by fits and 
starts, from emergency to emergency, and that neither care, study, forethought, 
nor sustained effort is really required. So long as this illusion prevails, the 
Communists, with their long-term aims and determination, are likely to pull 
steadily ahead of the West in influence and sooner rather than later may reach 
their target of effective control. 

“This outcome would be all the more tragic for being unnecessary. The ingredi- 
ents of a sustained and workable economic strategy for the free world have 
been discussed and canvassed and clarified in the West for more than a decade. 
In particular, since President Eisenhower first proposed a special fund for long- 
term lending, the advantages of a consistent, long-term loan program have been 
thoroughly explored. 

“The aim in each backward economy is to reach the phase where internal 
Savings become self-sustaining. At primitive economic levels, there is no local 
surplus for saving, and capital-creating investments—in transport, in power, in 
improved agriculture—cannot be fully supplied domestically. For a number of 
years, external aid at low rates of interest or in interest-free loans or gifts, is 
needed to get this basic capital equipment into position. Then, as local output 
rises, aid can taper off and domestic savings take its place. The expanding 
economies will attract private investment. The emergency will have passed and 
more nations will have been drawn into the magic circle of modernized, ad- 
vanced, technical societies. Such a program has a shape and a ‘purpose and is 
self-liquidating. But nothing of the sort is possible if aid may end from one 
year to the next. The sustained pattern is ruled out. The risk is that even 
the aid that is given will be wasted for lack of a proper context. 

“Yet, given the cooperation of all the developed countries of the West, the 
scale of such a program would not be extravagant; in fact, it is not much greater 
than the totals for economic and military and given in a haphazard way today. 
One percent of the advanced nations’ national incomes would provide between 
four and five billion dollars a year, and such a sum, made available over a 
decade, would be sufficient to get country after country through the sound 
barrier of sustained investment. It is a sobering thought that such a sum is 
spent every 3 weeks on military preparedness, 

“A long-term aid program on these lines is not even an innovation. Each year 
of the first Indian 5-year plan was underpinned by releases from India’s sterling 
balances held in London, The most triumphant effort of postwar diplomacy— 
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the Marshall plan—applied the principle of sustained aid to Europe with com- 
plete success. 

“Moreover, at the end of the war, when the Western world was perhaps more 
alert to the economic perils of the future than it is today after the long, recent 
spell of prosperity, the prospects for a functioning world economy included such 
institutions as the World Bank and the International Monetary Fund, both pre- 
cisely designed to see that shortage of capital and disturbances in trade did not 
impede the growth of world commerce and prosperity. The error at the time 
was to set up these institutions with resources too modest for the task ahead. 
The error today seems to be in no longer even recognizing the essential nature of 
their functions. It can be argued that most direct and effective method of secu- 
ring a strong revival of international trade and a sustained expansion of world 
resources at this time would be to triple the sums available to the World Bank 
for lending and to the Monetary Fund for strengthening the international cur- 
rency system on which trade depends—and, incidentally, of ending the kind of 
massive currency speculation that disrupted Europe’s economic stability so 
seriously last summer and fall. 

“No; it is not lack of knowledge or expertise or means, or even experience 
that inhibits the West as it confronts the new, sweeping scale of Russian eco- 
nomic competition. It is quite simply a paralysis of imagination, a crisis of 
energy and will. Yet if the implications of this new challenge—both for evil and 
for good—do not stir Western minds and hearts, it is difficult to conceive what 
will. 

“The risks involve an almost apocalyptic disruption of the world’s present rela- 
tionships. To bring what remains of Asia under Communist dominance would 
give Russia control of the eastern Mediterranean, of the whole land bridge to 
Africa, of the shores of the Indian Ocean, and of the sea approaches to Australia. 
Such an extension of control would inevitably alter the whole strategic balance 
of East-West military power. 

“The political consequences would be as dire. With India under Communist 
direction, all east and south Africa would fall open to Communist influence play- 
ing directly on the hundreds of thousands of Indian settlers in Africa, and indi- 
rectly on the restive, race-conscious African masses. Europe would shrink to a 
beleaguered fringe of the vast Eurasian land mass. Japan would be a pitifully 
isolated appendage at the other limit. 

“The physical resources of the Atlantic world would, even in such conditions, 
probably be enough to sustain the economic life of the West. Not even Middle 
Eastern oil is indispensable. But there would be a vast disruption of trade, con- 
fidence, and growth if the bulk of the world’s remaining markets and sources of 
supply came under the arbitrary control of the Communist forces. No doubt, 
they would continue to trade, but, as Russia’s satellites have learned, trade under 
such conditions is constantly at the mercy of politics. No stable economic rela- 
tions can be maintained when crucial traffic may be cut off in a day as a means 
of political pressure. 

“Above all, the transfer to Communist allegiance of all the world’s emergent 
peoples, the loss to Western concepts of freedom of the ancient cultures of Asia, 
the passage of the great African Continent from the tyranny of tribalism to 
the despotism of the absolute state—such disasters would test to the breaking 
point the spirit and courage of the free world. The risk is that they would 
so deepen the confusion of Western counsel, so damp the light of hope, give such 
rein to fear and extremism that Western society might lose the inner strength 
to withstand the strain. If the shock of seeing China lost to communism could 
help to create in America the miasma of McCarthyism, what new demagogs 
might not be brought forth by the loss of so much more? 

“But if the risks of Western inaction are immense, the gains to be secured 
from a successful Western initiative are on a comparable scale. Economically 
it has always been an illusion that in our interdependent international economy 
the Atlantic nations could continue to expand their economies and grow and 
prosper in a world otherwise condemned to stagnation and penury. The grow- 
ing technical capacity of the West needs the markets and supplies of the rest 
of the world not much less urgently than the world needs Western capital and 
technique. To underpin the growth and prospects of others is the surest way 
of insuring our own. 

“Politically, too, there can be no doubt that the nations of free Asia desire, 
provided alternatives exist, to hold themselves free of Communist control. For 
all the Communists’ talk of aid without strings, their aim is ultimate domina- 
tion and the Asian governments are quite shrewd enough to know it. Hungary 
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is not forgotten, in spite of all the Communists’ efforts to cover it up. The 
danger is that, with no alternative sources of assistance, Asian leaders may 
be compelled by popular pressure to depend more and more dangerously upon 
Communist support. But given Western backing, they want what the West 
wants for them—independence and control of their own affairs. 

“Above all, a concerted long-term economic strategy would enable the West- 
ern powers to recover their own confidence and effectiveness, to regain the 
initiative from the Communists, and to restore in the world that image of 
Western power and purpose which was theirs when, in the hours of victory in 
1945 or at the peak of the Marshall plan in Europe, they acted as a function- 
ing partnership, pursuing not simple defense and security but a positive vision 
of an expanding, prosperous world. 

“The last 6 months—during which Russian sputniks in the skies and Russian 
propaganda below have circled the globe while the West sits hunched up in 
economic stagnation and political perplexity—have been a trial and tribulation 
to free men everywhere. Nothing could so break the spell of stagnancy and 
restore energy and hope as a fully thought-out, fully sustained and accepted 
strategy for worldwide economic growth. The risks of inaction have never 
been so alarming: the political rewards of vision can never have been so great.” 


2. Remarks of Senator Morse and New York Times article of Feb- 
ruary 23, 1958: 
[From Congressional Record, February 24, 1958, pages 2249-50] 
ENDORSEMENT BY SENATOR MORSE OF PRINCIPLE OF MULTILATERAL AID 


Mr. Morse. Mr. President, yesterday I was pleased and delighted to read in 
the New York Times of the new international loan fund to be proposed today 
by the Senator from Oklahoma (Mr. Monroney). 

On February 10, I addressed the Senate on the subject of the military aid 
program of the United States, pointing out the many serious questions that have 
been raised as to its purpose and the effects it is producing around the world. 
I pledged that I would soon devote a similar speech to the economic aspects of 
foreign aid, and make some suggestion as to how I believe the United States 
could effectively use economic aid to raise living standards in the so-called 
under-developed countries. 

One of the primary features of such aid must, I believe, be emphasis upon 
multilateral channels. If the concept of “foreign aid satellites” is ever to be 
removed from foreign aid, both from the minds of Americans and from the minds 
of recipient countries, I think such aid must be channeled through the United 
Nations. 

Several devices have been proposed. One is the Special United Nations Fund 
for Economic Development; another is the expansion of the World Bank, as pro- 
posed by the Senator from Oklahoma, (Mr. Monroney) and by the government 
of West Germany; another would not involve development loans but would pro- 
vide for a greatly expanded technical assistance program. 

It is my intention to speak at length on these proposals very soon, presenting 
their merits and demerits. I am increasingly convinced that the problems of 
underdevelopment that today are the major factors of daily life in Asia, Africa, 
and the Middle East in particular, and in many other parts of the world, as well, 
are too big and too important to remain a football of the East-West struggle. 

In my study of the task force reports made for the Special Senate Committee 
to Study the Foreign Aid Program, I found this very significant conclusion: 

“Actually, the failure of the United Nation’s technical assistance program to 
achieve far-reaching results does not stem from the way it is organized and 
administered. It stems from the simple fact that no money is available to pay 
for the capital goods and equipment, without the work and the advice of the 
most talented and devoted experts can yield but meager results.” 

This was Study No. 11: Foreign Aid Activities of Other Free Nations, by 
Stuart Rice Associates. 

There is presently no multi-lateral lending institution, except for the Inter- 
national Bank, whose loans have unqualified conditions for repayment and a 
comparatively high rate of interest. That means that nations seeking develop- 
ment. capital—and nations that must seek it outside their own borders are not 
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likely to be able to pay high rates of interest—must attach themselves to some 
extent either to the United States or to the Soviet Union as a means of develop- 
ing their economies. I am convinced that the world must get away from that 
situation ; and the best way to do it is to establish economic development assist- 
ance as a function of the United Nations. 

That is why I think the junior Senator from Oklahoma has done the Nation 
and the world a great service by putting forward his proposal. I welcome his 
proposal, and I commend his action in advancing it. Not only does it have great 
merit in itself, but it opens a new dimension in economic aid—that of multi- 
lateral aid. It is the dimension which I think will prove vital to the success of 
economic development, because in my opinion economic development on a world- 
wide basis can be successful only if it can take place free from the power 
struggle between East and West. 

Mr. President, in concluding my comments on this subject, I ask unanimous 
consent to have printed at this point in the Recorp, as part of my remarks, an 
article entitled ‘““Monroney Urges a Second World Bank.” The article was 
written by E. W. Kenworthy, and was published in the New York Times of 
yesterday, February 23. 

There being no objection, the article was ordered to be printed in the REecorp, 
as follows: 


“MoNnRONEY UrcEsS A Seconp Wortp Bank—It Woutp MAKE Low-INTEREST 
LOANS TO Poor NATIONS 


“(By E. W. Kenworthy) 


“WASHINGTON, February 22.—Senator A. S. Mike Monroney will recom- 
mend to the Senate Monday the creation of a new international agency to make 
long-term, low-interest loans to underdeveloped nations. 

“The international development association—as the Oklahoma Democrat tenta- 
tively calls the agency—would be associated with the International Bank for 
Reconstruction and Development, familiarly known as the World Bank. 

“However, the new agency would limit itself to making loans that the World 
Bank, under present regulations, must reject. 








“STUDIED BY ADMINISTRATION 


“For the last 18 months Senator Monroney has been discussing with financial 
leaders here and abroad a new approach to the problem of financing economic 
development in countries that cannot always meet the loan terms of the World 
Bank, but would prefer to get credits through an international agency. 

“Senator Monroney said today that in the hope of getting a bipartisan approach 
to the problem, he had discussed his plan with many leaders in the present admin- 
istration. 

“He said that while ‘there has been no position’ on his proposal, administra- 
tion leaders ‘are giving it a continuing study.’ 

“What Senator Monroney, like many other legislators, has been seeking is a 
change from the unilateral grants and loans that have been the basis of the 
United States foreign economic aid program for the last 12 years. 

“He has also been seeking a way to use foreign currencies that will accrue to 
the United States from the sale of agricultural surpluses. The proceeds are 
usually loaned back to the purchaser. In a few years, when repayments of these 
loans are in full swing, the United States will be faced with the problem of what 
to do with this accumulation of local currencies. 


“BILLION CAPITALIZATION 


“The Monroney plan envisages a new agency initially capitalized at $1 billion. 
Of this the United States would put up $300 million and other countries $700 
Million. These currencies would be convertible. 

“This $1 billion would provide the agency with the necessary hard money 
base. The subscribers would have the voting stock in the agency proportionate 
to their subscription, in the same way that voting stock is distributed in the 
World Bank. 

“It has been suggested that for its purchase of capital stock the United States 
might use the $300 million appropriated by Congress last year for the develop- 
ment loan fund. This idea, it is thought, might be attractive to Congress be 
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cause it would avoid any new appropriation for capital stock. The initial $300 
million appropriated for the development loan fund remains intact, since no 
loans have been made. 

“It has also been suggested that the United States for a few years might use 
interest payments on earlier foreign aid loans at the rate of $75 million a year. 

“Similarly, it is believed, hard currency countries in Europe might find some 
of the money for capital stock purchases in their unexpended counterpart funds, 
Under mutual security agreements in past years, these countries set aside in their 
own currencies roughly the equivalent of the military aid they received. This 
was to be used for economie development. Not all of it has been expended. 


“NONVOTING STOCK PLANNED 


“The Monroney plan also provides for a nonvoting stock to be purchased with 
soft local currencies. It is here that the United States would find a use for the 
local currencies accruing from the sale of surplus farm commodities. 

“Out of this mixture of hard and soft currencies the international development 
association could make long-term multilateral loans at low interest rates. 

“Officials at the World Bank have pointed out to Senator Monroney that many 
times the bank has had to refuse a loan application becuse it did not regard the 
total loan requested as ‘bankable.’ That is, the bank did not believe the appli- 
cant able to repay the whole loan and meet the interest payments in hard cur- 
rency, as the bank’s rules require. 

“On the other hand, the bank has often regarded 50 to 80 percent of a loan 
request as ‘bankable.’ But for lack of an institution that would take the other 
20 to 50 percent, the loan has been refused. 

“Mr. Monroney’s agency, then, is envisaged as just such a ‘secondary mort- 
gage’ bank, which might supply what the World Bank could not. The interest 
rate of the new bank’s loans would be 2 percent repayable over 40 years, compared 
with World Bank terms of 4 to 6 percent over 20 years. 

“Senator Monroney gives this example of how the proposed bank might operate 
in conjunction with the World Bank: 

“Suppose a $400 million loan was requested by India and Pakistan for a joint, 
multipurpose river development project. The World Bank might decide that it 
could supply half the loan. The remainder would be provided by the new bank. 

“The new bank could make its loan in several currencies. Dollars could be 
used to purchase earth-moving equipment; deutschemarks for the erection of a 
cement factory ; pounds, francs, and guilders for generating equipment and rupees 
for local labor. 

“AVOID ‘HANDOUT’ LABEL 


“By getting development aid on an international, multilateral basis, Senator 
Monroney believes that the American people would no longer regard economic 
aid as a handout and underdeveloped countries would no longer feel they were 
accepting charity, with political strings attached. 

“Furthermore, the Senator has been told that such an agency could be created 
with little addition to the personnel of the World Bank. 

“Loans at 2 percent, the Senator points out, would be competitive with those 
the Soviet bloc offers. 

“By contrast, loans under the development loan fund would carry interest 
from 3\% to 5% percent. 

“In a statement today, Senator Monroney said that the mutual-security pro- 
grams of the past ‘served a splendid purpose,’ but that the world had now 
changed and a different aid concept was needed. 

“*The free and uncommitted nations of the world now expect and demand to 
progress on a basis of equality,’ he said. ‘There is no place in the world today 
for anything that can be construed as a handout. Instead we need to stress 
multilateral loans which can be made on a completely self-respecting basis.’ 

“He continued : 

“ ‘Dozens of nations are emerging from colonialism. ‘We must together finance 
those projects which will give them their economic independence. Every young 
nation needs an international line of credit and through a multilateral lending 
association the currencies of many nations can be used to provide it.’” 
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3. Remarks of Senators Mansfield and Neuberger, and Baltimore 
Sun editorial of February 25, 1958: 


{From Congressional Record, February 25, 1958, page 2328] 
PROPOSED INTERNATIONAL DEVELOPMENT ASSOCIATION 


Mr. MANSFIELD. Mr. President, this morning there appears in the Baltimore 
Sun an editorial entitled “New Development Plan.” It refers to the plan sub- 
mitted on yesterday by our distinguished colleague, the junior Senator from 
Oklahoma [Mr. Monroney], wbo has proposed the establishment of a new lend- 
ing organization with the purpose of getting away from the making of grants, 
and bringing about some sort of world development system. 

I am delighted that Mr. Eugene Black, the President of the World Bank, is 
s0 much impressed with this proposal. I hope the Banking and Currency 
Committee will hold hearings on it at the earliest possible opportunity, to the 
end that some arrangement of this sort will be put into operation, so as to 
enable the United States to get away from the making of grants and to develop 
with other nations of the world the idea of interdependence, based on loans, 
and taking into cognizance the particular types of currencies which have been 
developed in the various countries. 

l ask unanimous consent that the editorial to which I have referred be printed 
in the Record. 

There being no objection, the editorial was ordered to be printed in the 
Record, as follows: 

“NEW DEVELOPMENT PLAN 


“Senator Monroney has proposed a new world lending organization and Pres- 
ident Eugene R. Black of the World Bank has made a significantly prompt 
stutement of favorable interest. The World Bank is one of the successes of the 
postwar reconstruction program—and such successes have been painfully few. 
The prestige of this success enhances anything Mr. Black has to say about rede- 
velopment plans and makes all the wore iniportant his receptiveness to the 
Monroney idea. 

“In brief, Mr. Monroney proposes a new, international, billion-dollar develop- 
ment bankiny institution. The Unt d Stat s ind take. say, $00 million of 
its capital out of funds already appropriated. The Monroney outfit would work 
under the wing of the World Bank but would differ from the senior institution 
in that it could lend and be paid to some extent in “soft” currencies, those not 
readily convertible into other money. The statutes of the World Bank restrict 
its dealings to hurd-money terms. But the hurd currencies, of which the uni- 
versally convertible United States dollar und the Swiss frane are typical, are 
relatively hard to come by. 

“It follows that many would-be borrowers at the World Bank have to be 
refused because they can offer no prospect of paying off in convertible currencies. 
Or perhaps the fractional payments in these currencies of which alone they are 
capable force the World Bank to reduce its advances to such countries below 
what they could really use. 

“But under the Monroney plan, such a borrowing country could concentrate 
the proceeds of its small hard-money loan on expenditures on, say, the heavy 
equipment which it apt to be most available in hard-money countries. Then it 
could spend some of its borrowed hard money. but more of the proceeds of its 
soft-money Monroney-organization loans, in soft-money countries for fibres, min- 
erals, lumber, or the simple manufactured goods which might be available there. 
All in all, the Monroney scheme looks not mere y toward an expanded bank- 
ability all over the world. It looks, too, to an expanded volume of general 
world trade. No wonder trade and development people are pricking up their 
ears in the Congress and in the Capital generally. 

Mr. NEUBERGER. Mr. President I should like to associate myself with the com- 
mendation expressed by the distinguished junior Senator from Montana [Mr. 
Mansfield] of the proposal voiced so ably on yesterday, on the Senate floor, by 
the distinguished junior Senator from Oklahoma [Mr. Monroney], who favors 


-& new development in the field of international monetary reform and loans. 
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4. Remarks of Senator Proxmire and New York Times editorial 
of February 24, 1958: 


[From Congressional Record, February 25, 1958, page A1715] 


Seconp WorLD BANK PROPOSED BY SENATOR MONRONEY—EXTENSION OF REMARKS 
or Hon. WILLIAM FE. PROXMIRE, OF WISCONSIN, IN THE SENATE OF THE UNITED 
States, TUESDAY, FEBRUARY 25, 1958 


Mr. Proxmime. Mr. President, the junior Senator from Oklahoma [Mr. Mon- 
roney] is one of the most brilliant students of international finance in this 
country. He has recently made a wise and constructive proposal for the estab- 
lishment of a new kind of world bank. His proposal is discussed in an editorial 
in yesterday’s New York Times. 

Mr. President, I ask unanimous consent to have printed in the appendix of the 
Record, the editorial on Senator Monroney’s proposal. 

There being no objection, the editorial was ordered to be printed in the 
Record, as follows: 


“(From the New York Times of February 24, 1958] 
“THE MONRONEY BANK 


“When the United States exports at the rate of $21.8 billion a year and im- 
ports at the rate of $13 billion a year, as it did in 1957, the slack has to be taken 
up somehow. We have tried to do this by giving away money, by lending on easy 
terms and by investing at market rates. Various forms of foreign aid have pro- 
vided us with what we may truthfully call profitable investments, measured in 
terms of international security. We have lent some money directly and some 
through the World Bank, and we have tossed a relatively few million dollars 
into the operations of the United Nations. We have backed cautiously away 
from that enticingly named project called SUNFED (Special United Nations 
Fund for Economic Development), though we have recently dipped into our 
petty-cash drawer to offer $20 million to enlarge the United Nations technical 
assistance program. 

“Now comes Senator A. Mike Monroney, of Oklahoma, with a plan, sched- 
uled to be presented sonar. for a new international agency to make long-term, 
low-cost loans. We would take 30 percent of the proposed billion-dollar capital 
stock, leaving the rest for the other 59 members of the World Bank. The Mon- 
roney bank would lend where the World Bank cannot without a Government 
guaranty. Sometimes it might take part of a loan as a sort of second mortgage, 
with the World Bank taking the rest. It would deal with the hard currencies 
when these were needed and with soft currencies where they would suffice. 
Unlike SUNFED, which has been expected to deal largely in grants the Mon- 
roney bank, like other banks, would expect to get its money back someday. It 
just wouldn’t be quite as sure about this as the World Bank is. 

“Some ambitious thinking—part of it wishful perhaps—has gone into this 
project. In time the Monroney bank might grow to the point where large grants 
through other agencies wouldn’t be so necessary. Certainly this device would be 
a relief to some recipient countries whose inhabitants are tired of being regarded 
as poor relations. If the neoprotectionists did not put roadblocks on our im- 
ports these investments might in time stimulate a flow of trade between de- 
ee and underdeveloped countries that would not be so dangerously favor- 
able. 

“Senator Monroney has talked with the experts here and abroad and seeks 
support on both sides of the aisle. Something useful might come of his sug- 
gestion.” 


5. Remarks of Senator Mansfield and article from St. Louis Post- 
Dispatch of March 2, 1958: 


[From Congressional Record, March 4, 1958, pages A1986—87] 


LOANS FOR DEVELOPMENT OF ASIA AND AFRICA; PLAN BY SENATOR MONRONEY— 
EXTENSION OF REMARKS OF HON. MIKE MANSFIELD, OF MONTANA IN THE SENATE 
OF THE UNITED STATES, TUESDAY, MARCH 4, 1958 


Mr. MANSFIELD. Mr. President, I ask unanimous consent to have printed in 
the Appendix of the Record an article entitled “Loans for Development of Asia 
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and Africa—Plan by Senator Monroney,” written by Raymond P. Brandt, chief 
Washington correspondent of the St. Louis Post-Dispatch, and published in the 
issue of that newspaper for March 2, 1958. 

I make this request because of the fact that this is a statesmanlike proposal. 
The distinguished junior Senator from Oklahoma has come forward with an 
idea which will get us away from the giving of grants in our foreign economic- 
aid program and instead will substitute long-term loans on a low-interest rate 
basis. a 

I think the suggestion of the Senator from Oklahoma is not only statesmanlike, 
but worthy of the consideration of the Foreign Relations Committee in its 
discussion of the foreign aid bill. 


“[From the St. Louis Post-Dispatch of March 2, 1958] 


“LOANS FOR DEVELOPMENT OF ASIA AND AFRICA—PLAN BY SENATOR MONRONEY— 
NEw AGENcY UNDER WorLD BANK PROPOSED To MEET NEEDS OF UNDERDEVELOPED 
AREAS—AN ANSWER TO COMMUNIST ECONOMIC SCHEMES THREATENING To AtT- 
TRACT LOYALTY OF MAJORITY OF MANKIND 





“(By Raymond P. Brandt) 


“WASHINGTON, March 1.—With hopes of stopping the propaganda here and 
abroad about Uncle Sugar and Uncle Shylock, Senator A. S. Mike Monroney pro- 
posed this week the creation of a second mortgage international bank that could 
first reduce and perhaps eventually end congressional appropriations for Ameri- 
can economic aid to underdeveloped countries. 

“After 18 months of study, the Oklahoma Democrat came up with the first 
detailed plan for meeting the Kremlin’s long-term, low-interest loans to newly 
independent nations that are long on manpower and natural resources but short 
on dollars and other hard currencies. 

“As a member of the House Banking and Currency Committee more than 12 
years ago, Monroney participated in the establishment of the International Bank 
for Reconstruction and Development, usually called the World Bank, under the 
Bretton Woods agreement. As a member of the similar Senate committee, he is 
chairman of the International Finance subcommittee which will hold hearings in 
about 2 weeks on his proposal for an International Development Association, to 
be closely allied with the World Bank. 

“In summary, the new banking organization, capitalized with a billion dollars 
in hard currencies supplied by the countries underwriting the World Bank, 
would have the following objectives: 

“1. Long-term loans, up to 40 years at 2 percent, repayable in local or soft 
currencies to supplement the World Bank’s hard currency loans, limited to a 
maximum of 20 years at rates from 4 to 6 percent. 

“2. Maximum use of foreign currencies available to the United States through 
the sale of agricultural surpluses and other programs by devoting a portion of 
these currencies to such loans. 

“3. Placement of the loans in a way to eliminate any possible implications of 
interference with national sovereignty. 

“During his study of the foreign economic aid problem, Monroney first thought 
it would be necessary to have a Bretton Woods type of conference to create the 
auxiliary World Bank. After talks with administration and World Bank offi- 
cials, he came to the conclusion that with bipartisan American support, the 
World Bank directors had or could be given ample authority for its establish- 
ment. The resolution he introduced this week merely says that it is the “sense 
of the Senate” that consideration should be given to the establishment of the 
Development Association. Witnesses scheduled to be heard on this resolution 
include Treasury Secretary Robert B. Anderson ; Under Secretary of State Chris- 
tian A. Herter, and his economic deputy, C. Douglas Dillon; President Eugene 
Black of the World Bank ; economists and private bankers. 

“Black, whose private banking reputation was impressive before he became 
head of the World Bank, has cautiously said for publication that the Monroney 
idea is one the World Bank should explore. He has consistently favored multi- 
nation loans over bilateral arrangements for public development projects. 

“Monroney has not been able to get the support of Secretary of State John 
Foster Dulles for favorable action on his resolution at this session of Congress. 
There aré several reasons for this. The first is that the Eisenhower administra- 
tion is concentrating on getting the full $3,942,100,000 authorization for the 
mutual security program the President has recommended for next fiscal year. 
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The second is that the Monroney resolution asks the Senate to approve the trans- 
fer of the uncommitted $300 million voted last year to the development loan fund 
to the proposed international bank. 

“Furthermore, Monroney has not endeared himself to Dulles by saying that 
if he cannot get the initial $300 million away from the International Cooperation 
Administration fund, from which not a single loan has been made, he will ask 
Congress to reject the administration’s request for an additional $625 million for 
the ICA loan fund and appropriate the money directly to the proposed Inter- 
national Bank. 

“From the practical parliamentary and political viewpoint, it does not appear 
that the new bank could be established this year, even if the Senate acted favor- 
ably on the Monroney resolution. Although the United States supplied 30 per- 
cent of the original capital for the World Bank, and as a result has 30 percent 
of the voting strength on the board of directors, it would probably require 2 or 3 
years before the World Bank could have a billion-dollar auxiliary in shape to 
make sound soft-currency loans on approved projects. 

“Tt would be logical and practical, however, for the Eisenhower administra- 
tion and the Democratic Congress to follow through on the Monroney proposal 
as a long-term proposition, while the economic aid parts of the present mutual- 
security program are gradually tapered off. 

“Monroney told the Post-Dispatch that as he envisaged the new bank’s opera- 
tions, full and immediate use could be made of the World Bank’s trained per- 
sonnel and its comprehensive studies of economically sound projects in specific 
countries throughout the werld. 

“*The World Bank and its personnel,’ he said, ‘command the highest respect. 
Because its loans are in hard currencies for relatively short periods at com- 
paratively high interest rates, many countries cannot meet its terms. But if we 
could make use of the soft local currencies the United States has accumulated 
from its foreign-aid programs, and from the sale of agricultural surpluses, to- 
gether with the soft-currency deposits and credits of the other free and the 
uncommitted countries, second mortgages would make new World Bank loans 
practic»ble.’ 

“Walking over to a huge map of Asia on his office wall, Monroney pointed to 
the northwest part of India, where is joins western Pakistan, and said: 

“*One of the world’s great trouble spots is in the relationships between India 
and Pakistan. The root of this trouble is far more than Kashmir. The struggle 
is for the use of the waters of the six-river watershed that originates in India 
and Tibet and goes down through Pakistan. 

“‘Tf India alone developed the waters of this great river system, Pakistan 
would perish through loss of the water necessary for its economy. 

“‘For more than a year, engineers of Pakistan and India have worked to- 
gether on a joint plan for a huge TVA type of development for this section of 
Asia. The program probably would cost around $400 million. As a hard- 
eurrency World Bank loan, requiring payment in 20 years at 4 percent interest, 
this would not be bankable. 

“‘Under the International Development Association, the plan could be 
financed with safety to the tremendous good of two countries whose disagree- 
ments threaten trouble in the Far East. 

“*As a second-mortgage operation, the IDA could take perhaps 50 percent of 
the $400 million loan, subordinating it to the first claim of the World Bank, 
which would take the primary loan. The secondary loan would be for 40 vears 
at 2 percent interest, repaid not in dollars or hard currency, but in the local 
currencies of India and Pakistan. This would be on better terms than the 
Russians and their satellites are offering. 

“In designing the dam and other works, the IDA could lend funds for engi- 
neering in German deutschemarks. It could furnish funds for earthmoving 
equipment in French francs, with certain dollar or hard currency additions to 
make the loan attractive to the French. Cement could come from some 10 
countries, purchased in local currencies. Thus with a worldwide shopping list, 
wise banking administration could make full use of local currencies, including 
those accumulated from the sale of our agricultural surpluses, which will run 
into the equivalent of several billion dollars over the next 5 years.’ 

“Monroney said other members of the World Bank could individually con- 
tribute local currencies they have on hand, such as India’s block sterling credits 
in England. This, he said, would give flexible and judicious use of many pres- 
ently frozen assets. 
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“In a greatly limited way, the development loan fund of the International 
Cooperative Administration could theoretically make loans of the sort Monroney 
described. The basic difference between the development loan fund and the 
IDA is that ICA loans, when made, will be bilateral between the United States 
and the borrowing country while the IDA loans would be multilateral, with the 
responsibility diffused among the countries now supporting the World Bank. 

“Monroney argues and many administration officials concede that the present 
bilateral arrangement on much of the present foreign aid, military and eco- 
nomic, is the reason the United States is called Uncle Sugar and Uncle Shylock. 
The arrangement also permits the Communist propagandists to proclaim that 
the American economic aid program is a thinly disguised operation for economic 
and military domination of the uncommitted, underdeveloped countries. 

“Adlai E. Stevenson had a similar idea to Monroney’s in his speech this week 
to the national conference on the foreign aspects of United States national 
security. He did not specifically endorse the second-mortgage world bank but 
his ideas could be included in the IDA proposal. He told the gathering assembled 
by Eric Johnston: 

“T think it is time we coordinated our economic efforts with our friends instead 
of going it alone. The whole of the industrialized free world has the same interest 
in seeing the underdeveloped areas make the transition to self-sustaining growth 
while maintaining their independence. 


“INTERESTS IDENTICAL 


“ ‘Our interests are identical. This is a global enterprise, and it should be or- 
ganized on that basis. For Western Europe and Japan this coordination would 
give a badly needed sense of common constructive purpose at a time when military 
problems alone seem to hold the center of the international stage. Moreover, co- 
ordination would also make possible useful contributions from some of the smaller 
States of the free world. 

“*T do not believe it is necessary to commingle all our funds to set up a single 
international fund. But the governments of the free world should gather, assess 
what they are doing, and make common cause in enlarging their efforts in both 
technical assistance and the supply of capital. Before the NATO conference, I 
suggested that the Organization for Economic Cooperation in Paris might offer a 
useful gathering place for this new enterprise. That Organization, a product of 
the Marshall plan, has the flexibility, the staff, and the tradition of constructive 
purpose to do the job. I am confident that from such collaboration a new spirit 
would emerge in the free world, a new sense of the powers and constructive possi- 
bilities of democracy, annuity based on hope rather than fear. 

“*Against the background of an enlarged and stabilized American program, 
weaving together the great resources of the industrialized nations, giving play 
to private as well as Government initiative, we could well invite Mr. Khrushchev 
to coordinate his efforts with ours if he is really interested in the economic de- 
velopment and political independence of these less-fortunate countries. Such co- 
operation—and I hope we leave no stone unturned in our effort to cooperate— 
could avoid the waste and hazard of blackmail that results from competition in 
this kind of effort. And if the Soviets are not interested in joining our interna- 
tional effort, such an offer would at least unmask the motive behind their 
assistance.’ 

“OPEN TO CHANGES 


“Monroney is open to changes in his proposal, saying details can be worked out 
after the hearings before the full Banking and Currency Committee or the Inter- 
national Finance Subcommittee. 

“‘T am convinced that most of the objections to the secondary bank can be 
ironed out,’ he said. ‘We will seek the testimony of the best authorities we can 
find. The proposal can and probably will be modified and improved, but I believe 
the time is right to make a dramatic change and improvement in our methods of 
handling foreign economic aid. 

“‘*No football coach could use the same old plays year after year in the same 
conference without winding up in the cellar. What is true of footbali is also 
true of foreign policy. 

“The Communist economic penetration has been concentrated in the areas 
where we are the weakest—the countries of Asia and Africa, especially those 
which make up the periphery of the Communist geographical hegemony. These 
nations are currently the most susceptible to political and economic infiltration. 
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ae have broken the bonds of Western colonial power only within the last 10 or 
years. 


“*The greatest desire of these nations is economic independence and control of) 


their own affairs. Our aim should be to regain the initiative from the Soviets. 
We need to finance them in a way that is proof we have mutual interests at heart 
rather than any desire for economic or military control. This I believe can be 
handled best by an international arrangement. 

“*The United States has more to gain from international development than 
merely forestalling Soviet strategy. As more nations break through the develop- 
ment barrier and are able to join the select group of countries with rising living 
standards, the market for western goods will simultaneously expand.’ 


“DECIDED IN COMMITTEE 


“The fate of the Monroney plan at this session of Congress will be decided by 
the committee hearings and by the votes in both Chambers on President Eisen- 
hower’s $3,942,100,000 mutual security recommendation. The committee hearings 
will disclose whether the administration officials are ready to endorse publicly 
the second mortgage international bank. Debates on the mutual security recom- 
mendation will reveal the extent of congressional criticism of the economic aid 
portion, particularly the development loan fund, for which $300 million was 
urgently requested at the last session, and from which the first loan is yet to be 
made.” 


6. Remarks of Senator Mansfield and Christian Science Monitor 
editorial of March 3, 1958: 


[From Congressional Record, March 6, 1958, page A2082] 


A New Wor”p BANK—EXTENSION OF REMARKS OF HON. MIKE MANSFIELD, OF 
MONTANA, IN THE SENATE OF THE UNITED States, THURSDAY, Marcu 6, 1958 


Mr. MANSFIELD. Mr. President, I ask unanimous consent to have printed in 
the Appendix of the Record an editorial entitled ‘Another World Bank?” The 
editorial has to do with the statesmanlike proposal of the Senator from Okla- 
homa [Mr. Monroney] for the establishment, on a multilateral basis, of a long- 
term, low-interest-rate banking agency. The editorial was published on March 
3 in the Christian Science Monitor. 

There being no objection, the editorial was ordered to be printed in the Record, 
as follows: 

“ANOTHER WoRLD BANK? 


“Senator A. S. “Mike” Monroney, of Oklahoma, has come forward with a 
proposal for a new world bank. It would aid underdeveloped nations that have 
not bee able to qualify for loans from the International Bank for Reconstruction 
and Development. Bugene R. Black, president of the International Bank .says 
it is willing to explore this idea for a second organization. 

“It would be linked to the World Bank, and its purpose would be to make 
loans in mixed currencies (dollars and other national currencies). The loans 
would be repayable in the currencies of the borrowers instead of dollars or 
other hard currencies (i. e., currencies readily exchangeable for gold or dollars). 

“Loans would be, moreover, under control of an international, multilateral 
group. Presumably they would be free from what some people have regarded as 
a sort of dollar veto, which arises from the World Bank’s rule that loans can 
be made only when there is prospect of repayment in hard currency. 

“There are many resources on which such a bank could call for capital. For 
example, there are the foreign currencies the United States is now accepting 
for surplus commodities sold abroad; these funds may grow embarrassingly 
large unless new uses can be found forthem. There are also unexpended counter- 
part funds of Buropean currencies in European banks as a result of Marshall 
plan rules. 

“And this money could be profitably lent at lower interest rates than the 
World Bank is required to charge. At 2 percent the new loans might give 
Moscow some real competition on the economic cold-war front. Senator Mon- 
roney says Russia is now offering better terms than the United States to under- 
developed countries. 

“As Mr. Black of the World Bank has said, the plan certainly deserves ex- 
ploration. At this writing there seems good reason to believe that Senator 
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Monroney is offering a timely, creative, and economical idea for action in a 
direction others also have urged.” 


7. Remarks of Senator Fulbright, New York Times article of 
March 2, 1958, and Washington Post editorial of March 9, 1958: 


{From Congressional Record, March 10, 1958, pp. 3335-3337] 
PROPOSAL FOR AN INTERNATIONAL DEVELOPMENT ASSOCIATION 


Mr. Futsrient. Mr. President, I am greatly interested in the proposal of the 
junior Senator from Oklahoma [Mr. Monroney] that an International Develop- 
ment Association be created to help finance international economic development 
loans on a multilateral basis. 

The free world needs new ideas in the international development field. As 
chairman of the Senate Banking and Currency Committee to which the Mon- 
roney resolution has been referred, I intend to cooperate in every way to see 
that it is given proper consideration. 

Mr. President, I ask unanimous consent to have printed at this point in the 
Record two newspaper articles about the Monroney proposal: 

First. An article written by Mr. BE. W. Kenworthy, and appearing in the New 
York Times of March 2, 1958. 

Second. An editorial in the Washington Post of March 9, 1958. 

There being no objection, the article and editorial were ordered to be printed 
in the Record, as follows: 


“From the New York Times of March 2, 1958] 


“Wor-p FuNp Proposed To Aip WEAK NATIONS—IT WouLp SUPPLEMENT WORLD 
BANK BY LOANS IN Sorr CURRENCIES 


“(By E. W. Kenworthy ) 


“WASHINGTON, March 1.—The staggering problem under which the less devel- 
oped nations ceaselessly labor is how to achieve a modest but steady growth of 
their productive base so as to bring about a gradual improvement in living 
standards. 

“It is a problem that also faces the free nations of the West. As the Soviet 
Union has stepped up its aid-and-trade campaign in the less-developed nations, the 
West has come to realize that the future political climate and orientation of these 
nations will depend on where they get the funds to finance their development. 

“What are the chief western sources right now for this development capital? 
There are four institutions—United States Export-Import Bank and Development 
Loan Fund and the International Bank for Reconstruction and Development (the 
World Bank) and its affiliated International Finance Corporation. 


“FOUR AGENCIES 


“(1) The Export-Import Bank now has lending authority of $5 billion, which 
will probably be increased to $7 billion by Congress this year. Its chief function 
is to make dollar loans for the purchase of income-producing equipment manu- 
factured in the United States. Its rate of interest is now between 5 and 6 percent. 

(2) The Development Loan Fund of the International Cooperation Admin- 
istration was set up by Congress last year with an initial appropriation of $300 
million, to which $625 million will be added this year—Congress willing. 

“Its interest rate is 344 percent on loans to governments for such public proj- 
ects as harbor development, roads and state-owned railroads and communica- 
tions. For loans to private industry its interest rates are from 5% to 5% per- 
cent. The fund is authorized to make some soft loans—that is, with long 
maturity and partly repayable in local eurrency. 

“(3) The World Bank, with 64 members, is a specialized agency of the United 
Nations. It has lending authority of about $9,500 million at present. It makes 
bankable loans in hard currencies, repayable in the same, with interest at 5 to 6 
percent. 

“(4) The International Finance Corporation, a new institution, has authorized 
capital of $100 million. It will make dollar investments in productive private 
enterprise in less-developed countries. So far only about $6 million has been 
invested. 
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“Tt is obvious that these institutions cannot provide all the development capital 
needed by the underdeveloped countries. Except for the Development Loan Fund, 
they make hard-money loans at interest rates charged by commercia) banks. 

“There is more to the problem than this. The above institutions usually require 
some matching of loans in local currency for approved development projects. 
Because the less-developed countries have little private saving, they are often 
short of the domestic capital needed for local-currency counterpart. 

“Also, the economically underdeveloped countries have a fully developed sense 
of independence. They are increasingly disinclined to be beholden to the United 
States. 

“For the last 18 months Senator A. S. Mike Monroney, Oklahoma Democrat, 
has been sharpening an idea on the knowledge of economic experts he has talked 
with here and abroad. Last week he crystallized it in a resolution urging the 
creation of an international development association to make long-term, low- 
interest, multicurrency loans. 

“The association would be a subsidiary to the World Bank, making loans 
that the bank must now reject under its regulations as unbankable. Essentially, 
it would be a secondary mortgage institution. Senator Monroney told the 
Senate that Eugene Black, World Bank President, informed him the bank could 
have made 50 to 60 more loans if there had been such an institution to take the 
proportion of the loan which was found unbankable. 

“As an illustration of how it might work, Senator Monroney cited a TVA-type 
project, long planned, for the Indus River system in Pakistan and northern India. 
The estimated cost of this project is $400 million. 

“Suppose, said Senator Monroney, the World Bank could underwrite half the 
amount as a bankable loan repayable in hard currency over 20 years at 4 to 5 
percent interest. Then the association might underwrite the rest, repayable 
over 40 years at 2 percent. 

“The association, Senator Monroney said, might provide deutschemarks for 
engineering costs, dollars for earth-moving equipment, any number of currencies 
for cement, and rupees for local labor and some materials. 

“*Thus,’ explained the Senator, ‘with a worldwide shopping list and a vault 
filled with many local currencies, for the first time wise banking administration 
could make full use of local currencies, including those from the sale of our agri- 
cultural surpluses.’ 

“It is this last suggestion that has especially attracted the attention of many 
Government officials and Congressmen. Since 1954 the United States has been 
selling agricultural surpluses for local currency. 

“When these loans begin to be repaid in a few years, the United States will 
have hundreds of millions of dollars’ worth of soft local currencies. What to do 
with them has been the despair of Government economists. Under the Monroney 
plan, they could be used to supply the lack of domestic capital in the less- 
developed countries. 

“Many high administration officials showed interest in the Monroney plan. 
However, Secretary of State Dulles was reported chilly to the idea. He was said 


to be still firmly wedded to bilateral loans, believing them to be more useful 
diplomatic tools.” 


“(From the Washington Post of March 9, 1958] 
“A FRESH IpEA ON AID 


“Senator Monroney, of Oklahoma, has suggested a new approach to economic 
aid for the underdeveloped nations that has considerable appeal. The details 
remain to be worked out after hearings which he proposes to conduct soon, but the 
general idea is to create a sister agency of the International Bank for Reconstruc- 
tion and Development (World Bank) to make loans in mixtures of hard and soft 
currencies on more favorable terms than the World Bank can grant. 

“As a starter, the United States would put up some $300 million of a $1 billion 
initial hard-currency capitalization. The rest would come from such of the 59 
other members of the World Bank, as elected to participate in the new agency. 
Soft currencies owned by these members, such as those accruing to the United 
States from its disposal of agricultural surpluses abroad, would also be made 
available where they could be used to pay for local labor or materials needed in 
a project. Where feasible, part of a project cost would be financed in the present 
way by the World Bank, on a hard-currency basis and on terms otherwise “bank- 
able.” The Monroney bank—which he would call the International Development 
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Association—would take a sort of ‘second mortgage’ for the remainder of the 
required funds. 


“The IDA is certainly more attractive than the perennially rejected “Sunfed” 
project urged by the underdeveloped nations as a United Nations approach to 
multilateral aid. Control presumably would be apportioned in accordance with 
capital subscriptions, as in the case of the World Bank. The help would be in 
the form of loans, not grants. If, ultimately, the bulk of the American foreign- 
economic aid effort could be channeled through IDA, the overemphasis on military 
and security aspects which now hobbles this country’s development-aid efforts 
could be avoided. Even the Soviet Union could become a partner in the venture 
if it came to see the disadvantages and perils of a bilateral program of the kind 
which it is now beginning to develop. In this way, economic aid might emerge 
from its cold war context. 

“If the way had not been blazed by the World Bank, the Monroney plan might 
seem to be purely wishful thinking. If bilateral aid enjoyed broader support in 
this country and had a better record of success overseas, there might be no reason 
to consider a fresh approach. But aid to the economically underdeveloped nine- 
tenths of the world’s population is now on a piecemeal, inadequate and poorly 
understood basis. At the same time the provision of such aid is perhaps the single 
greatest policy imperative of this century for the advanced nations. The need 
is for method and organization that will make possible a sufficient and a sus- 
tainable effort, and the Monroney plan seems to offer substantial hope in these 
respects.” 


8. Remarks of Senator Green and Providence Journal editorial of 
March 8, 1958 : 


[From Congressional Record, March 11, 1958, page A2240) 


A New Worvp BANK For BACKWARD AREAS MAKES SENSE—EXTENSION OF REMARKS 
or Hon. THEODORE FRANCIS GREEN, OF RHODE ISLAND, IN THE SENATE OF THE 
UnitTep States, TursDAY, MARCH 11, 1958 


Mr. Green. Mr. President, I present for the Appendix of the Record an edi- 
torial entitled “A New World Bank for Backward Areas Makes Sense,” which 
appeared in the Providence Journal of Saturday, March 8. 

This editorial, commending the Senator from Oklahoma [Mr. Monroney] 
for his proposal for an international bank which could lend at lower rates and 
with less security than the present World Bank, I believe will be of interest to 
the Members of the Senate. 

There being no objection, the editorial was ordered to be printed in the Record, 
as follows: 


“A NEw WorL>D BANK FOR BACKWARD AREAS MAKES SENSE 


“The proposal of Senator Mike Monroney of Oklahoma to establish an inter- 
national bank which could lend at lower rates and with less security than the 
present World Bank deserves serious consideration. 

“Since World War II, the United States has borne the heavy responsibility of 
financing the needs of both industrially mature and economically backward na- 
tions. The Marshall plan met the urgent fiscal and industrial needs of war- 
battered countries, and it saved vital areas of the free world from Communist 
penetration. 

“The Marshall plan well achieved its purpose. But after that objective had 
been accomplished, other far-flung areas of the world were dependent on Ameri- 
can economie aid. Through the years, by outright financial grants, sales of com- 
modities for foreign currencies, and loans made at low interest rates on doubtful 
security, this country has kept strategic regions of the world in the camp of the 
free nations. 

“If Mr. Monroney’s concept could be translated into concrete action by the 
United States and the other 59 countries that are members of the World Bank, 
it might successfully substitute concerted aid to needy areas by 60 nations for 
their present almost sole dependence on various forms of American financial 
and economic assistance. Such action might lift a considerable burden from 
the shoulders of American taxpayers and end a situation wherein recipient 
nations are self-stigmatized as objects of our charity. They could receive their 
aid in the form of commercial loans from a firmly established international source. 
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“Some doubt naturally exists as to whether all the member nations of the 
present World Bank would be able now to furnish their share of the capital of the 
proposed new institution. In some cases, possibly including even such principal 
countries as Great Britain, hard currencies are not readily available. They 
must be conserved for essential national purposes. Presumably this is one of 
the more difficult problems which Mr. Monroney himself has indicated remain 
to be resolved. 

“Mr. Monroney suggests that this second World Bank should start with a 
capitalization of a billion dollars. The United States would furnish 30 percent 
of this amount. The remainder, in varying proportions, would be supplied by 
the other 59 member countries of the existing World Bank. To serve its in- 
tended purpose, loans made by this new institution would bear low interest 
rates and would be offered on less rigid and secure terms than the charter of 
the existing World Bank permits. 

“The proposed new bank, therefore, would not replace the present bank. In 
some circumstances the new institution would assume entire responsibility for 
financing the demonstrated heeds of an economically backward area. In other 
circumstances it might supplement an initial loan made by the present World 
Bank. In such conditions it would function as a sort of second-mortgage insti- 
tution, assuming all the risks that such financing implies. 

“The Monroney proposal might relieve this country of a large part, if, indeed, 
not all, of its present wisely assumed responsibility to furnish foreign aid. 
Further, it could help in very substantial degree to cover deficits of foreign 
countries in their trade with us. Last year we sold these countries goods in a 
total amount that exceeded their combined sales to us by nearly $9 billion. 

“This immense deficit must be covered by some means. Unless a foreign 
nation has adequate export credits in its trade with countries other ‘than the 
United States, it must borrow from some source. The rub comes when a nation, 
beset by unfavorable internal economic conditions, cannot readily borrow 
abroad. 

“The international institution proposed by Mr. Monroney is designed to ac- 
commodate such a needy nation. In so doing it would not only serve that nation, 
but its service would be of inestimable benefit to the rest of the free world, 
including particularly the United States.” 





9. Remarks of Senator Smith of Maine, and Washington Star edi- 
torial of March 14, 1958: 


{From Congressional Record, March 14, 1958, page 3983] 
Arp TO FOREIGN NATIONS 


Mrs. SmirxH of Maine. Mr. President, I invite the attention of my colleagues 
to the editorial in today’s Washington Star with respect to the thought-pro- 
voking and interesting proposal made by the distinguished junior Senator from 
Oklahoma [Mr. Monroney]. I ask unanimous consent that the editorial be 
printed in the Record. 

There being no objection, the editorial was ordered to be printed in the 
Record, as follows: 

“NEw Arp APPROACH 


“The lines have been firmly drawn for a major congressional battle over for- 
eign aid, with probably the bitterest division centering on the amount and 
nature of nonmilitary economic assistance. In brief, the administration is 
proposing extension of current programs in a total of $3.9 billion, of which 
$1.3 billion would be marked for various types of nonmilitary aid. In this form, 
the administration plan is one of its highest priority legislative recommenda- 
tions. It has strong bipartisan support in both branches of Congress, and it has 
influential backing from quarters outside Government. It has some equally 
tough and determined opposition, in Congress and out. 

“Against this background, Senator Monroney, a consistent supporter of for- 
eign aid, has proposed a new approach. Dealing specifically with the question 
of promoting economic progress in the underdeveloped areas of the world, the 
Oklahoma Democrat has suggested establishment of a new international lending 
agency, to be designated the International Development Association, to supple- 
ment on a somewhat easier and more flexible credit basis the operations of 
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existing agencies in this field. It would be associated most closely with the 
World Bank, but would be authorized to make long-term, low-interest loans 
which the bank, under present regulations, must reject. It would permit re- 
payment of such loans either in dollars or in local currencies. Both the World 
Bank and the Export-Import Bank require repayment in hard currencies. 

“Mr. Monroney’s proposal is a result of 18 months of study by the Senator, 
including consultation with qualified authorities both here and abroad, and 
discussion with members of both parties on Capitol Hill and with leaders in 
the executive branch. In submitting a resolution calling for Senate considera- 
tion of his plan, the Senator made a persuasive plea for some such step as this 
at a point when our foreign-aid program, sorely needed at this time, is in the 
gravest possible danger of defeat or mutilation. His warning of the danger is 
not by any means exaggerated. And the Monroney proposal offers a new ap- 
proach which might be helpful and constructive. It should be examined seriously 
in the Senate.” 


The following selected editorials were ordered inserted in the 


record : 
10. Springfield (Ohio) News editorial, February 27, 1958: 


LOANS PREFERRED 


Senator Mike Monroney’s proposal for a new international agency to make 
long-term, low-interest loans to undeveloped countries makes sense. 

Whether it is beyond criticism in all details is beside the point. It is a serious 
and intelligent attack on a weakness in western competition with Russia. This 
competition looms larger with every ruble Khrushchev spends in his stepped-up 
economic offensive. 

At least five things Senator Monroney’s plan would help accomplish. 

It would lower interest on loans which western governments and private 
investors have been offering at the going rates. Russia has been dangling loans 
before key uncommitted governments at rates sometimes as low as 1 percent. 

It would enable the loans to run on longer, as well as easier, terms than those 
now available. 

It would enable loans to be repaid in soft as well as hard currencies, 

It would clear as economically feasible loans the Kremlin is perfectly ready 
to make but which do not meet the requirements of the World Bank, western 
governments, or most private investors in western countries. 

Finally, it would divorce the development loans from charges of cold-war 
politics. It would do this by attaching the new agency to the World Bank, of 
which 60 non-Communist nations and Yugoslavia are members. 

If international loan programs could be reinforced by some such device as 
this, there would be less need to rely on outright grants. Grants are increas- 
ingly unpopular both with nations that give them and with those that receive 
them. Russia recognizes this trend and is shaping her programs accordingly. 
Any realistic plan to shift the emphasis in our own approach to foreign aid 
deserves careful consideration. 


11. Journal of Commerce editorial, February 27, 1958: 
Seconp Wori”p BANK 


The junior Senator from Oklahoma, A. S. Mike Monroney, has culled up some 
appealing arguments for a second World Bank, dealing primarily in soft loans, 
but he has not yet convinced us. 

The function of this bank, as the Senator explains it, would be to advance 
long-term, low-cost soft currency loans to areas unable to meet the rather exacting 
standards the World Bank itself sets for hard currency loans. The new bank 
would be supplied with $1 billion in capital, of which the United States would 
put up $300 million. Recipients would largely be underdeveloped areas. 

While neither endorsing nor rejecting the plan at this stage, Eugene R. Black, 
President of the World Bank, has been quoted as describing the scheme as 
interesting. That much we will grant. But is it necessary or desirable? That 
is another question. 
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Two main arguments can be advanced in support of the Monroney plan. The 
first is that many underdeveloped areas are chronically short of the capital 
required to diversify their economies. A second World Bank, with the equiva- 
lent of a billion dollars in soft currencies, could help fill this need. 

The second is that the United States could invest in this institution part of 
the proceeds of its foreign sales of surplus agricultural commodities—sales for 
which it accepts local currencies. The Senator’s idea is that through this 
second bank capital could be made available to countries in real need of it without 
requiring a large American outlay of dollars. 

If the Treasury were now sitting on the foreign currencies earned from surplus 
crop disposal, this argument would have a real point to it. 

But the fact is that these funds are now being used pretty much for the pur- 
poses Senator Monroney has in mind for the new bank. A credit pool has been 
set up from which foreign governments have obtained loans running up to 40 
years’ duration. True, some of these funds will be made available to United 
States companies developing business abroad, but the bulk of them is available 
to foreign governments and business concerns. 

A second bank would not, therefore, provide a means of utilizing funds now 
idle. It would merely set up a new mechanism for their usage. 

This bring us to the observation that the stage is now getting pretty crowded 
in this field. 

In addition to thé World Bank there is the International Finance Corporation, 
empowered to purchase equities and engage in overseas financing without the 
government guaranties the World Bank requires. Coming up on the horizon 
are the uncertain outlines of the Special United Nations Fund for Economic 
Development. And, of course, this country operates a number of its own agencies, 
including the Export-Import Bank and the recently established Development 
Loan Fund. 

We see no reason why the low-cost loans Senator Monroney’s proposed bank 
would handle could not be extended through the Development Loan Fund or 
through another one of the institutions now in existence. The source of the 
funds would be approximately the same in either case. 

This is not to say that a second World Bank would not come in handy for cer- 
tain types of financing. 

It could, for example, provide an instrument through which rupees earned 
from the sale of United States surplus crops to India might be loaned to Siam 
to finance purchases in India. It could, and perhaps would, draw capital from 
the other 59 members of the World Bank that might not otherwise be available 
for development loans. It could join in certain types of loans granted by the 
World Bank itself, extending funds, for instance, for projects not covered by 
government guaranties. 

We doubt whether the ventures such an institution could undertake justify 
adding to the multiplicity of the international and national agencies already 
operating in the international financing field. If, however, such a bank is to be 
created, it should not provide a resort for those who could meet the World Bank’s 
hard money standards but simply prefer easier terms. 

The best way to avoid this is to forget about a second World Bank. The next 
best way is to insure that if the new institution is brought into being at all, its 
workings be kept under control of the World Bank itself. 


12. Dayton (Ohio) Daily News editorial, March 1, 1958: 
Srupy DESERVED 


Senator Mike Monroney’s idea for a second World Bank, capitalized with both 
hard and soft currencies for low-interest loans to underdeveloped countries, gets 
encouragement from an important quarter. 

President Eugene R. Black of the World Bank has long been concerned about 
that agency’s limitations. What he considers a reasonable rate of progress in 
many countries with a promising development potential cannot be maintained 
without more and cheaper capital than available hard cash from any source can 
supply. That potential is not always such as to justify the higher interest rates 
or the no-risk conditions that hard currency demands. 

Mr. Black, who has discussed similar multicurrency mechanisms with gov- 
ernment officials from time to time, considers the Monroney proposal one the 
World Bank should be willing to explore. 
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The Senate will want to plumb certain possible advantages already apparent 
to Black. 

Neutral countries seeking economic stability, yet reluctant to make arrange- 
ments With the United States, need an alternative to low-interest rubles and a 
certain dependency that goes with them. 

Such a bank could facilitate many three-way trade-and-loan deals such as 
Russia so easily arranges, with satellites handy for absorptive marketing, 
whereas free-world tariff barriers render them difficult for this country to make. 

Flexible second-mortgage loans would be possible with two world banks in 
operation. The United States, too, could get more development mileage out of 
its agricultural surpluses now exchangeable for soft currencies. 

All Senator Monroney now asks is a Senate resolution favoring further study 
of the plan. It deserves every serious consideration in and out of Congress. 





13. Youngstown (Ohio) Vindicator editorial, March 4, 1958: 
A Seconp Woritp Bank 


The underdeveloped nations, which contain a majority of the world’s popula- 
tion, badly need capital for industrialization and internal improvements which 
are vital if they are to feed, clothe, and house their millions of inhabitants. 

Recognizing that vast areas of the globe would inevitably fall prey to Com- 
munist subversion or outright seizure if millions of human beings were left to 
starve, the United States has put billions of dollars into foreign aid in the last 
12 years. There is no question that this aid has been as important to the United 
States as to the nations receiving assistance. Without American help, large areas 
of the world undoubtedly would already have been taken over by the Communists. 

Nevertheless, the aid program has psychological disadvantages. To many ill- 
informed Americans, it is a giveaway which does not yield direct benefits to us. 
To nations which receive United States help, the aid often appears to be charity 
with political strings attached. 

Like many other legislators, Oklahoma’s Senator A. S. Mike Monroney has 
been probing for a way to help foreign countries without the unilateral grants 
and loans which have been the basis of United States economic aid. Mr. Mon- 
roney now is proposing the creation of a new international agency to make long- 
term, low-interest loans to underdeveloped countries. 

The agency would be associated with the International Bank for Reconstruc- 
tion and Development, familiarly known as the World Bank. It would limit 
itself to making loans which the World Bank, under present regulations, must 
reject. 

The World Bank has been forced to turn down many applications for loans 
because officials did not believe the applicant able to repay the whole loan and 
meet interest payments with hard currency, as the bank’s rules require. Often 
the bank has regarded 50 to 80 percent of a loan request as bankable, but for 
lack of an institution which would take the other 20 to 50 percent, the loan has 
been refused. 

The Monroney bank would meet this need and by offering liberal terms—2 
percent interest on 40-year loans—would go far toward meeting Soviet compe- 
tition in this field. 

World Bank terms require 4 to 6 percent interest over 20 years. 

The new agency proposed by Senator Monroney would be initially capitalized 
at $1 billion, with the United States putting up $300 million and other nations 
providing the remainder. Loans would be made in several currencies. 

Congress already has appropriated $300 million for a Development Loan Fund. 
Since none of this money has been used, it presumably could be employed to 
support the proposed new agency. 

Mr. Monroney emphasizes the desirability of multilateral loans which can be 
made on a completely self-respecting basis. ‘Every young nation,” he says, 
“needs an international line of credit and through a multilateral lending asso- 
ciation the currencies of many nations can be used to provide it.” 

Senator Monroney’s proposal, while outlined only briefly thus far, seems to 
have obvious merits. It is good to hear that the administration is giving it 
serious study. 
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14. Charlotte Observer editorial, March 10, 1958: 


NEw AppROACH Is NEEDED ON ForEIGN AID SPENDING 


A majority of Americans, we suspect, view the approaching congressional de- 
bate on foreign aid with a resignation born of weariness. 

Hearings on the Hisenhower administration’s $3.9 billion foreign military 
and economic aid program have turned up little new information for the House 
Foreign Affairs Committee. 

Secretary Dulles’ contention that the $3.9 billion figure is a rockbottom sum 
has a ring that became familiar before President Truman left office. 

On the other hand, foreign-aid critics have already dusted off the tired 
“Uncle Sap” and “Uncle Sugar” sarcasms to imply that spending United States 
funds abroad is the work of suckers and softheads. 

The truth is probably somewhere between the two extremes. But the Ameri- 
can voter and taxpayer, denied access to top-level intelligence reports and 
strategy plans, has no way of getting at the truth. 

Unquestionably many mistakes have been made in the administration of the 
postwar foreign-aid program. 

In a recent closed-door session of the House committee, Comptroller General 
Joseph Campbell cited numerous “examples of inaccurate recordkeeping, in- 
adequate control of documents, lags in reporting deliveries and other deficiencies.” 

He urged Congress to conduct a “strong internal audit” of the whole foreign- 
military-aid program. 

Campbell’s testimony was later supported by a report from the General Ac- 
counting Office listing numerous luxuries and frivolities in what the Pentagon 
had called an austere foreign-military-aid program. 

Such mistakes are perhaps inevitable and do not of themselves nullify bene- 
fits to the United States including the prevention of postwar economic collapse 
in a number of free nations, the obtaining of access to essential resources abroad, 
and the establishment of the worldwide network of United States military bases. 

Moreover, the great bulk of military-aid funds has been spent right in the 
United States to the benefit of United States industry and United States wage 
earners. Even the economic phase of the foreign-aid program has indirectly 
contributed to United States exports by placing hard-to-get dollars in the inter- 
national monetary pool. 

Hence foreign aid is not entirely a charity handout. 

Perhaps the need at the moment is a new approach to the whole question, 
one which will achieve the same objectives but on a sounder basis. 

Senator Mike Monroney, of Oklahoma, has advanced one new idea. 

He proposes the establishment of an International Development Association, 
with a capital stock base of dollars and other hard currencies, but also using 
local soft currencies. The Association, working with the International Bank 
for Reconstruction and Development, would make long-term loans at low interest 
rates. 

Monroney explains in these terms his resolution introduced on February 24: 

“Tt is an effort to facilitate economic development of young nations through 
international banking machinery instead of through United States loans and 
grants. It will help us to put to work the vast amount of local currencies we 
have received and will receive from sales of our agriculture surpluses abroad. 
By mixing these local currencies with hard currencies, we can make the dollar 
do the work of many dollars now being spent.” 

There may be flaws in the Monroney proposal, but at least it has the virtue 
of fresh originality. 

To date, the Eisenhower administration has merely reemployed the tech- 
niques of its predecessor, including indulgence in name calling. “Ostrichlike” 
was the biting phrase used by Mr. Eisenhower to describe critics when he spoke 
to the recent bipartisan foreign-aid rally in Washington. 

The President would be better advised to seek a new formula that would 
hold out to American taxpayers some hope that foreign aid would eventually 
become self-liquidating. 

The alternative—permanent annual appropriations running into the billions— 
is both dismaying and depressing. 
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15. Pittsburgh Post Gazette editorial, March 10, 1958 : 
EASIER FOREIGN LOANS 


Senator Mike Monroney, of Oklahoma, has introduced an interesting resolution 
aimed at promoting a greater degree of international development by means of 
multilateral loans shared by many nations rather than a system of grants or 
loans financed solely by the United States. It merits careful attention as Con- 
gress shapes a new program of foreign aid. 

The Senator proposes the creation of an International Development Associa- 
tion as an affiliate of the World Bank. Its purpose would be to provide mixed- 
currency, low-interest loans to the underdeveloped nations. 

By supplementing the more bankable World Bank loans, which are repayable in 
hard currency on terms corresponding to those of regular commercial banks, 
the new type of loan would permit the prompt completion of worthwhile develop- 
ment projects which could not otherwise go forward. 

Senator Monroney also cites two other advantages of his scheme: (1) It 
would permit maximum use of foreign currencies available to the United States 
through the sale of agricultural surpluses and through other programs by devot- 
ing a portion of these currencies to loans; and (2) It would insure that funds 
necessary for international economic development can be made available by a 
process which eliminates implications of interference with national sovereignty. 

As part of this country’s economic aid program, the Senator proposes that the 
United States subscribe funds to the capital stock of the International Develop- 
ment Association with investment made by other participating countries. 

Senator Monroney’s association would hopé to get its money back but it 
couldn’t be as sure of that as is the World Bank. But it would serve the very 
desirable purpose of advancing badly needed credit where it is not presently 
available. And it would have the additional advantage of getting several 
countries to share the load. As he explains it: 

“Tt will help us to put to work the vast amount of local currencies we have 
received and will receive from sales of our agricultural surpluses abroad. By 
mixing these local currencies with hard currencies, we can make the dollar do the 
work of many dollars now being spent. It would reduce the overhead cost ma- 
terially through use of banking sources instead of large numbers of Americans 
maintained abroad. 

“I am certain it will help by permitting underdeveloped nations to make long 
range plans which will be bankable for many years instead of the current pro- 
gram dependent upon year-to-year appropriations by Congress * * * Through 
loans made on a self-respecting basis we will be able to help through joint use of 
the International Bank and the International Development Association instead 
of through ‘charity’ handouts or unilateral loans.” 

Senator Monroney’s plan is based on extensive consultation with experts here 
and abroad. It offers a welcome new approach to the problem of assisting other 
countries looking to the free world for aid. 


16. Newsweek, Washington Trends, March 10, 1958: 
How To WIN FRIENDS 


A proposal for a “poor man’s” international bank to help young, needy nations 
is being hailed as the freshest foreign-aid idea since point 4. 

The brain child of Oklahoma’s Senator Mike Monroney, the bank would ad- 
vance loans at lower interest rates and for longer terms than now possible 
through the International Bank. 

Also, part of the capitalization would be in “soft” currencies piled up abroad 
from the sale of United States farm surpluses. 

Both Congress and administration officials are impressed with Monroney’s 
argument that his bank will win more friends than outright aid. 








38 INTERNATIONAL DEVELOPMENT ASSOCIATION 


17. Toledo Blade editorial, March 11, 1958: 


HASIER Foreign LOANS 


Senator Mike Monroney, of Oklahoma, has introduced an interesting resolution 
aimed at promoting a greater degree of international development by means of 
multilateral loans shared by many nations rather than a system of grants or 
loans financed solely by the United States. It merits careful attention as Con- 
gress shapes a new program of foreign aid. 

The senator proposes the creation of an International Development Association 
as an affiliate of the World Bank. Its purpose would be to provide mixed-cur- 
rency, low-interest loans to the underdeveloped nations. 

By supplementing the more bankable World Bank loans, which are repayable 
in hard currency on terms corresponding to those of regular commercial banks, 
the new type of loan would permit the prompt completion of worthwhile de- 
velopment projects which could not otherwise go forward. 

Senator Monroney also cites two other advantages of his scheme: (1) It would 
permit maximum use of foreign currencies available to the United States 
through the sale of agricultural surpluses and through other programs by de- 
voting a portion of these currencies to loans, and (2) it would insure that funds 
necessary for international economic development could be made available 
without implications of interference with national sovereignty. 

As part of this country’s economic aid program, the Senator proposes that the 
United States subscribe funds to the capital stock of the International Develop- 
ment Association with investment made by other participating countries. 

Senator Monroney’s association would hope to get its money back but it couldn’t 
be as sure of that as is the World Bank. But it would serve the very desirable 
purpose of advancing badly needed credit where it is not presently available. 
And it would have the additional advantage of getting several countries to share 
the load. As the Senator explains it: 

“It will help us to put to work the vast amount of local currencies we have 
received and will receive from sales of our agricultural surpluses abroad. By 
mixing these local currencies with hard currencies, we can make the dollar do 
the work of many dollars now being spent. It would reduce the overhead cost 
materially through use of banking sources instead of large numbers of Ameri- 
eans maintained abroad. 

“T am certain it will help by permitting underdeveloped nations to make long- 
range plans which will be bankable for many years instead of the current pro- 
gram dependent upon year-to-year appropriations by Congress * * * Through 
loans made on a self-respecting basis we will be able to help through joint use 
of the International Bank and the International Development Association in- 
stead of through ‘charity’ handouts or unilateral loans.” 

Senator Monroney’s plan is based on extensive consultation with experts here 
and abroad. It offers a welcome new approach to the problem of assisting other 
countries looking to the free world for aid. 


18. St. Louis Post-Dispatch editorial, March 12, 1958: 


IpEA WorTH A HEARING 


A fresh, new idea turns up in Washington so seldom that the appearance of a 
promising one is cause for public attention if not celebration. Thanks to a 
resolution introduced by Senator Monroney of Oklahoma, such an idea is before 
Congress for consideration in connection with the mutual security program. 

What Senator Monroney proposes is that a sister institution to the World 
Bank be created, to extend loans to underdeveloped nations on terms more fa- 
vorable than the World Bank can now approve. He believes that these nations 
ought to be permitted to make development plans on a longer basis than is pos- 
sible when the foreign aid program is geared to year-to-year appropriations 
which reflect changing moods in Congress. 

To start out the International Development Association bank—this is the name 
Senator Monroney suggests—the United States would provide about $300 million 
of a billion-dollar hard currency capitalization. The remaining $600 million 
would be invested by other members of the World Bank, as they chose or not to 
join in the effort. Those countries participating which have soft currencies 
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would contribute loan funds that could be used to purchase local materials and 
to pay for local labor on projects approved for financial support by the IDA. 

The basic idea would be to have the IDA supplement the World Bank. Insofar 
as reasonable a worthy mutual security project would use World Bank loans 
of hard currency. Then soft currencies would be utilized for their appropriate 
part. Senator Monroney hopes thus to reduce the number of outright grants and 
to increase those projects which can be established on a self-liquidating basis, 

Senator Monroney’s resolution is not something he has just pulled out of a hat. 
He has been testing it on economist, Government officials, diplomats, and others 
for a year and a half. The response, he reports, has been “overwhelmingly fa- 
vorable.” Both Congress and the White House ought to give it a warm and 
sympathetic hearing. 


19. Denver Post editorial, March 12, 1958: 
We Covutp LEND More, Give LEss 


Senator Mike Monroney (Democrat, of Oklahoma), has proposed to Congress a 
compelling idea in connection with foreign aid. He suggests that as part of the 
overall program, this country help establish an International Development 
Association. 

Monroney’s IDA would make loans to underveloped countries that could not 
get them from the World Bank because of its more conservative lending policies. 

According to the Oklahoma Senator—who is chairman of the International 
Finance Subcommittee of the Senate Banking Committee—many countries are 
unable to get loans for sound projects because of the necessity to repay the 
World Bank within 20 years, at 4 percent interest and usually in scarce dollars or 
other “hard” currencies. 

IDA would lend all or part of such loans for longer periods at less interest. 
It would lend the money and accept repayment in currencies of many nations. 

Monroney points out that large sums of these currencies are already in the pos- 
session of the United States, which has been accepting them in payment for our 
agricultural surpluses. 

Further, IDA would invite participation of other nations of the free world, and 
would encourage countries buying goods and services with the loans to do so 
from those free world nations. 

Through IDA, the ties of the underdeveloped nations to the free world would 
be strengthened. The nation receiving the aid would maintain its self-respect, 
and the nations giving their aid would avoid the lingering resentments that 
arise too often from present aid programs. 

Monroney figures IDA would need an initial basic capital investment of about 
$1 billion, of which the United States probably would need to put up 30 percent 
or $300 million. 

This, incidentally, is the amount Congress appropriated last year for a United 
States development loan program, very little of which has been used. 

The flaw in the current program is that the United States does all the lending, 
which means (a) it costs us to much and (b) it repeats the mistake of much of 
our aid, which has opened itself to Communist attack as an all-American pro- 
gram of economic infiltration and imperialism. 

It seems to us that the Monroney plan has much to commend it, and that it 
should receive a warm reception from a Congress that is looking with more 
suspicion than ever at handouts. 


20. Chicago News editorial, March 12, 1958: 
TIRED GIVEAWAYS 


A number of Democratic Senators are whooping for a proposal advanced by 
Senator Monroney (Democrat, Oklahoma), for a different approach to foreign aid. 
He would have it financed by loans from the World Bank, to which many nations 
contribute, rather than by unilateral grants from the United States. 

The idea has the merit of sharing the burden, plus the promise that our col- 
leagues in the World Bank would tend to examine projected loans with a more 
practical eye. It would, however, strip from these advances what value they 
may have, if any, of gaining friendship for the United States. 
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In his appeal for his plan, Senator Monroney asserted: “The once young and 
vigorous foreign aid program, bequeathed to this Republican administration by 
President Truman, is now old, tired, weary, haggard, and worn out.” 

It will be interesting to note whether Senator Monroney still votes for this 
decrepit plan, and likewise to observe how he feels about the old, tired, weary, 
etc., farm giveaway program that this Republican administration inherited from 
President Truman. 


21. Syracuse (N. Y.) Herald-Journal editorial, March 11, 1958: 
THE MONRONEY FOREIGN AID PLAN 


(By Alexander F. Jones, executive editor, Herald-Journal) 


A new note in foreign aid programs has been added by Senator A. S. Mike 
Monroney, of Oklahoma, and it is being given close attention by the Banking and 
Currency Committee and by financial experts generally. 

Senator Monroney feels that our economic aid to underprivileged nations is 
missing fire too often. 

He suggests substituting international banking machinery instead of United 
States grants and loans and that, in addition to the World Bank, a development 
system be set up that would deal in longtime loans payable in local currencies. 

Under the World Bank the loans are on a 20-year basis and payable in dollars. 

The Monroney resolution suggests a plan that would make it possible for 
India, as an example, to borrow a large sum for 40 years and pay 2 percent 
interest, and meet its obligation in Indian rupees. 

Here are the provisions of this resolution : 

1. Provide long-term loans available at a low rate of interest and repayable 
in local currencies to supplement World Bank loans and thereby permit the 
prompt completion of worthwhile development projects which could not otherwise 
go forward. 

2. Permit maximum use of foreign currencies available to the United States 
through the sale of agricultural surpluses and through other programs by devot- 
ing a portion of these currencies to such loans. 

8. Insure that funds necessary for international economic development can 
be made available by a process which eliminates any possible implications of 
interference with national sovereignty. 

This makes a lot of sense and it has the backing of Eugene Black, President of 
the World Bank. 

It does a number of things that would help meet any Soviet Union challenge 
and give nations trying to pull themselves up better terms that are still sound 
banking. 

For example, one of the world’s troubled spots is in the relationships between 
India and Pakistan. At the root of this dispute is far more than Kashmir. The 
struggle is for the use of the waters of the six-river watershed that originates 
in India and Tibet and flows down through Pakistan. 

Should India alone develop the waters of this great river system, Pakistan will 
perish through loss of water indispensable to its economy. 

For a year or more, engineers of both Pakistan and India have worked to- 
gether trying to work out a joint plan for a huge TVA-type of development for 
this section of Asia. The program probably would cost $400 million. As a 
World Bank loan, requiring repayment in 20 years time at 4 percent interest 
in hard currencies, this is not a bankable loan. 

Under the plan of the International Development Association, however, the 
plan could be financed with safety and with tremendous good for the develop- 
ment of two friendly nations whose disagreements now threaten trouble in the 
Far East. 

As a second mortgage operation, the International Development Association 
could take perhaps 50 percent of the $400 loan, subordinating its loan to the 
first claim of the World Bank. The strength of the loan could be 40 years at 2 
percent interest, repaid not in dollars or hard currencies, but in local currencies 
of India and Pakistan. 

In designating the dam, for example, the IDA could loan funds for engineering 
in German deutschmarks. It could furnish funds for earth-moving equipment 
in French francs, with certain dollar or hard currency additions. Cement could 
come from some 10 countries and could be purchased in large part with local 
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currencies, with only 10 or 20 percent in dollars. Thus with a worldwide shop- 


ping list and a vault filled with many local currencies for the first time wise 
banking administration could make full use of local currencies, including those 
accumulating from the sale of our agricultural surpluses. 


Undoubtedly other members of the World Bank also could contribute local 
currencies which they have on hand, thus giving a flexible and judicious use for 
many frozen assets. 

Thus other nations, which have been helped in their economic recovery can 
in turn help others. However, a hard currency base of dollars and other well- 
rated moneys will be necessary to make the IDA work. 

One of the things wrong with outright grants is that the United States is 
always accused of trying to influence the recipient, for one reason or another. 

Under this International Development Association plan, in which we would 
put up less than a third of the capital, nations we have helped could, in turn, 
help others. 

It all adds up to something that would promote foreign trade. 

Reduced to lay terms it would give poor nations a chance to do things they 
could not otherwise attempt and make the payments easier, while increasing the 
length of the time allowed for repayment. 

Very few nations worthy of the name are asking handouts. They have their 
pride. Yet they do need a lift. 

I think this Monroney idea is going to snowball into something very real and 
worthwhile. 


22. Richmond (Va.) News-Leader editorial, March 12, 1958: 
Getting AwAy From HANnpours 


Oklahoma’s Senator Mike Monroney recently urged upon the Congress a new 
approach to the whole business of foreign aid. His program makes sense— 
as much sense as anything can make in the wonderland world of global spend- 
ing—and merits approval as the next-best policy that could be adopted. 

In our own view, the one best policy would be to confine foreign assistance 
strictly to military alliances, made at arm’s length on the basis of mutual con- 
siderations. We would stop building cow barns in Lebanon altogether. But 
if this policy is not to be adopted, the next-best thing is Mr. Monroney’s plan. 
He proposes that future aid be in the form of multilateral loans, financed through 
an International Development Association. 

Outright foreign aid, in the form of grants and unilateral loans, is a worn-out 
approach in Senator Monroney’s view. These grants, he said, have resulted in 
growing antagonisms, “summed up by such disrespectful tags as Uncle Sugar, 
Uncle Shylock, and even Uncle Sap.” The Russians are making development 
loans that are better deals, in that they permit the borrowers greater self-respect 
than the propositions made by the United States. “There is no longer any place 
for anything that even implies a handout.” 

The Oklahoma Senator offers an example of what he has in mind: India and 
Pakistan are both struggling to develop the resources of the six-river watershed 
that originates in India and Tibet and flows down through Pakistan. The cost 
of necessary dams and generating equipment has been estimated at $400 million. 

“As a World Bank loan, requiring repayment in 20 years at 4 percent interest 
in hard currencies, this is not a bankable loan. Under the plan of the Inter- 
national Development Association, however, the plan could be financed with 
safety and with tremendous good for the development of two friendly nations 
whose disagreements now threaten trouble in the Far Hast. 

“As a second mortgage operation, the IDA could take perhaps 50 percent of 
the $400 million loan, subordinating its loan to the first claim of the World Bank. 
The conidtions of the loan could be 40 years at 2 percent interest, repaid not in 
dollars or hard currencies, but in local currencies of India and Pakistan.” 

Under this arrangement, Mr. Monroney continued, costs of designing the dams 
might be paid in German deutschmarks. Earth-moving equipment might be 
financed French francs, with some dollar or hard currency additions. Cement 
could come from 10 countries, and could be purchased largely in local currencies. 
There would have to be a base of dollars and other hard currencies, but beyond 
this base his proposed IDA would have a good deal of flexibility in its financings. 

The Oklahoma Senator, unlike some of his colleagues who shy from such sordid 
matters, does not hesitate to put a price tag on his proposal. He recommends an 








42 INTERNATIONAL DEVELOPMENT ASSOCIATION 


original commitment by the United States of $300 million, representing 30 per- 
cent of a billion-dollar capitalization. And because Congress last year author- 
ized $300 million for a unilateral development loan program, little of which has 
been touched, he suggests that this sum be transferred to the proposed new 
agency. He would put an abrupt halt to all outright grants, and to all loans 
made by the United States alone. 

There is room in the Senator’s approach for a compromise on which reasonable 
minded men might agree. The few survivors of the old strict constructionist 
school of constitutional interpretation are unable to discover in the Constitution 
any power delegated to the Congress to loan the people’s money or give it away 
either, save in the clear and demonstrable cause of national security. But if we 
smother our constitutional misgivings, the plan proposed by Mr. Monroney may 
be approved as the least expensive and most desirable scheme yet advanced. 


23. New York Post editorial, March 9, 1958: 
In PRAISE OF A NEw IDEA 


Senator Mike Monroney (Democrat, Oklahoma) has proposed a new eco- 
nomic assistance plan that could relieve the United States of a considerable finan- 
cial burden and at the same time strengthen and broaden the concept of foreign 
aid. 

He has proposed creation of an International Development Association which, 
in cooperation with the World Bank, would make multilateral loans to needy 
nations. The institution would have its capital stock subscribed by participating 
hard-currency countries to the tune of about $1 billion. Of this, the United 
States share might be around $300 million—less than half of the total of the 
State Department's development loan fund Secretary Dulles is requesting this 
year. 

Monroney’s plan would enable underdeveloped countries to borrow money at a 
lower interest rate, take more time to pay it back, liquidate the debt with local 
currency, and avoid the onus of being in hock to the United States. This would 
open up new development opportunities all over the world and undercut anti- 
American propaganda based on the Uncle Shylock canard. The plan, admittedly 
a rough sketch, might be a better deterrent than missiles. 





24. Springfield (Ill.) State Journal editorial, March 12, 1958: 
LOANS VERSUS GIVEAWAYS—NEW APPROACH ON FOREIGN AID 


Taxpayers in this area as well as elsewhere should cheer the bipartisan effort 
led by Senator Mike Monroney (Democrat, Oklahoma) to shift the emphasis off 
our foreign aid program from a giveaway basis to a loan basis. 

Outright gifts seem to have bred contempt for the United States in some coun- 
tries as witness the familiar tag of “Uncle Sugar” or “Uncle Sap,” hung on this 
country. 

Furthermore, the foreign aid program has been sharply criticized in recent 
months in connection with waste and inefficiency. Public projects abroad, 
financed by American giveaway money, have been partly built, then abandoned. 
Jet planes have been given away that are now rusting from disuse. 

It was entirely proper and efficacious to give money to countries devastated by 
Communist-initiated wars, such as South Korea and Vietnam. It was to our 
best interests to give money to Guatemala after it overthrew communism. 

But many countries like India don’t want free money. They do want loans. 
For instance, Brij Kumar Nehru, a cousin of Prime Minister Nehru of India, is 
now in the United States seeking a $225 million loan for India’s 5-year plan. He 
doesn’t want charity. He wants long-term loans, and this he prefers to short- 
term loans which the Russians have made to India. 

Loans have one big advantage over outright gifts. The Communists can’t 
accuse the United States of attaching “imperialistic strings” to loans. It has 
been a popular propaganda line in the Kremlin to label all giveaway money as a 
form of imperialism—a line, incidentally, which demagogs in Asia have echoed. 

The Kremlin propagandists couldn’t very well label a loan program as “im- 
perialistic’ when Russia itself is making loans. 
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In fact, under Monroney’s plan we would be one step ahead of the Soviets. 
Monroney suggests that a multilateral loan system be set up through an Inter- 
national Development Association. Such countries as the United States, Eng- 
land, Canada, and West Germany would put money into IDA. As a starter, 
Monroney suggests a billion dollars with the United States contributing a third 
of that sum. 

The advantage of a multilateral system over the unilateral system is obvious. 
Russia’s unilateral loan system was set up to further the cause of communism. 
A multilateral system would have no doctrine attached to it. The countries 
receiving loans through that plan would retain their feeling of independence. 

Monroney thinks the United States share of the capital for the IDA could 
be taken in part from tax revenue and part from the sale of farm surpluses 
abroad. He believes that the plan ‘would have the triple advantage of (a) ulti- 
mately lessening the need for direct economic aid by making more effective use 
of local currencies (money from surpluses), (0) promoting the sale of agricul- 
tural surpluses, and (c) promoting international trade and “economic well- 
being.” 

Whether it would actually work out that well would remain to be seen. At 
least the plan, or a modified version of it, ought to be tried. We can’t go on 
giving away money forever. We would go broke in time. 


25. Kansas City Times editorial, March 10, 1958: 
MONRONEY’S NEW APPROACH TO FOREIGN LOANS 


It strikes us that Senator Monroney’s proposal for a sort of second-echelon 
world bank deserves serious consideration. It is a rare and refreshing thing 
these days to hear an imaginative idea in the foreign-policy field. The Oklahoma 
Democrat may have hit paydirt. 

Monroney conceives of an International Development Association which would 
work with the World Bank. He suggests a capital stock of $1 billion, 30 percent 
to be supplied by the United States, the remainder by the 59 other members of 
the World Bank. Because it would be unfettered by the conventional banking 
rules of the existing international agency, the IDA would in a sense be a promo- 
tional agency. Its greatest flexibility would lie in its ability to lend without a 
government guaranty, something which the World Bank cannot do. 

Like the World Bank, the Monroney bank would expect repayment. But it 
would be able to gamble a little bit more than the larger organization. Further- 
more, it would deal both in the hard currencies of the member nations and in 
local currencies. This would move into action some of the large stockpiles of 
local moneys that this Nation has acquired through sale of agricultural surpluses. 

Specifically, Monroney points to the projected development of the six rivers 
that start in India and Tibet and flow through Pakistan. If India were to 
develop these rivers, Pakistan would be deprived of water. Engineers of the 
two nations have worked out a joint plan for the area, but the $400 million 
program would not meet World Bank requirements. IDA could consider the 
loan, or at least half of it, in conjunction with the World Bank. 

Ultimately, the IDA might become the agency that could remove from America 
much of the burden of its own foreign grant and loan program. It could also 
stimulate the economies of other nations, thus creating a great demand for 
American products abroad. 

Of course, there are bugs in the program, but those can be worked out. In 
his presentation to the Senate, Monroney may have tripped a little on his own 
idealism. But at least he was playing a different record. We hope more will 
be heard of it. 


26. Des Moines Register editorial, March 24, 1958: 


CAPITAL FOR THE WORLD 


Senator Mike Monroney (Democrat, Oklahoma) has proposed a plan for 
helping world economic development which he believes would be superior to the 
present system of United States loans and grants to poor countries. His plan is 
to establish an International Development Association, tied in with the Inter- 
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national Bank for Reconstruction and Development (the World Bank), to make 
long-range loans on easy credit terms. 

This association would make loans to the developing countries in both hard 
currency and in the “local” currencies of Asia, Africa, and South America. Its 
capital stock would be subscribed in dollars and other hard money by the leading 
industrial nations. (Monroney suggests $1 billion to start, of which $300 million 
would come from the United States. ) 

But the loans would be repayable in local currencies. These local currencies 
would be reloaned as much as possible. Monroney suggests that the local cur- 
rency acquired by the United States from its sales of farm products under 
Public Law 480 also could be added to the loan fund. 

The basic purpose of the Monroney plan is to get away from straight gifts 
and loans made by the United States. These sometimes appear to be charity 
or, what is worse, an attempt to “buy” political support. Monroney wants to 
take the foreign “aid” curse off the program. 

The United States would be party to an international development program, 
instead of the big donor to poor countries. Monroney thinks this idea also 
would be more acceptable in Congress where he says the foreign aid program 
is in “the gravest possible danger of defeat or mutilation through crippling 
amendments.” 

The Monroney plan is somewhat similar to the proposed Special United Nations 
Fund for Economic Development (SUNFED). But it would make only loans, 
not grants. It would follow banking principles, except that it would make much 
longer term loans than the World Bank makes, at lower interest rates, and 
would not require payment in dollars. 

The International Development Association might take a “second mortgage” 
on some worthwhile development project for which the World Bank would 
finance only a part in dollars. 

Even with the Monroney idea in full operation, there would still be a place 
for direct United States grants for some public projects, like harbors, in some 
countries that cannot possibly get started without them. Grants will still be 
needed for technical assistance and education, too, but much of this can be done 
through United Nations agencies. 

The chief value of the Monroney proposal is in expanding the world’s banking 
mechanism for economic development. It should not be considered as a scheme 
for reducing the amount of investment of the United States in such development. 
The developing countries will need as many dollars as before, whether they are 
funneled through an international agency or through a United States agency. 

The underdeveloped countries need dollars, marks, yen and pounds so that 
they can buy industrial equipment from the industrial countries. It would not 
do India much good for an international agency to lend back rupees for economic 
development. These rupees would represent a claim on Indian resources. What 
India needs is capital from abroad. 

Nevertheless, there is some value in the “local currency” loan feature. In 
some of the poorer countries, banking facilities are so inadequate, that the 
“Monroney bank” would serve a valuable function just in providing long-term 
financing machinery. Senator Monroney believes his plan also would stimulate 
international trade, by making long-range transactions more manageable. 

One possible advantage of the plan might be that it would make the sale of 
United States farm surpluses for foreign currency less annoying to other ex- 
porting countries. The foreign currency from such sales would be invested in 
the International Development Association fund and would be loaned back for 
development projects. It would thus be less of an American dumping operation. 
Other exporters, such as Canada, would be free to take part in the same program, 
of course. 

Senator Monroney deserves credit for trying to initiate some new thinking on 
world development and on the United States contribution to it. 
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27. Manila (P. I.) Times editorial, March 12, 1958: 
With UNEXPECTED SPEED 


With unexpected speed, the SEATO Council of Ministers yesterday tackled 
two proposals in which the Philippines is vitally interested. These are the 
proposals to coordinate economic aid and development in the treaty area, and 
to establish closer links between the SEATO and two other pacts—the NATO 
in Europe and the Baghdad Pact in the Middle East. 
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On the first proposal, United States Secretary Dulles suggested a training 
program in higher engineering and in vocational matters, with a pledge to give $2 
million. Not to be outdone, Australia volunteered to give 1 million pounds ($2.8 
million) in economic aid to SEATO countries, with presumably the three under- 
developed ones as the main recipients. 

On the linkup proposal, the United States suggested an exchange of informa- 
tion program, the importance of which is recognized by secretariat officials in 
Bangkok. Information covers a wide field, but its importance now is high- 
lighted by the fact that subversion is a common problem in at least two sepa- 
rate treaty areas—that of the SEATO and that of the Baghdad Pact. 

These are two problems with which the Philippines is vitally concerned. It 
is gratifying to note that they have been frankly met. 


FOREIGN LOANS 


There are international developments that indicate a more orderly and busi- 
ness-like flow of foreign capital from industrial nations to underdeveloped 
countries in desperate need of long term, low-interest capital. 

In his opening address to the 14th meeting of the ECAFH in Kuala Lumpur 
last week, Malayan Prime Minister Prince Abdul Rahman proposed an Asian 
eharter that would provide the instrumentality for inducing foreign financial 
and technical assistance to assist in the development of southeast Asian 
economies. 

Like other Asian leaders, Mr. Rahman has realized the inadequacy of pres- 
ent government aid programs which are administered in such a manner that 
considerations of objectives, procedures, and implementation have invariably 
created irritants between the giver and the receiver no matter how well mean- 
ing the assistance programs are worked out. Today there is growing doubt 
among the undeveloped Asian countries whether existing government aids would 
ever be sufficient to meet their needs. 

In this country, while there has been some progress in the prosecution of 
industrial and agricultural development blueprints prepared by ICA and local 
counterparts including the National Economic Council and the Industrial Devel- 
opment Center, conflicts in the manner and amount of money to be spent on 
projects as well as in their priorities have obstructed the implementation of 
existing plans to improve the economy. 

Among political and economic leaders, there is an increasing agitation for 
securing loans to be paid on a long-term basis at low interest rates in lieu of 
grants that do not always come in the desired quantity and at the proper time. 
Such loans can be used to finance economic projects with maximum planning 
and implementation by Filipinos. 

Happily, a proposal in Washington for the United States to establish a “poor 
man’s” international bank to help young and needy nations is attracting more 
and more attention as the freshest foreign-aid idea since President Truman’s 
point 4 program. Oklahoma Senator Mike Monroney, author of the proposal, 
would want such a bank to grant loans to undeveloped countries at rates lower 
and for periods longer than what the International Bank does now. 

Designed to be supplied partly with capitalization in “soft” currencies earned 
abroad by United States farm surpluses, this international financing institution, 
so American Congress and administration officials believe, will win more friends 
for them than outright aid. 

This worthy sentiment, if translated into action, could release millions of 
dollars for underdeveloped Asian countries where they can be put to work with 
a minimum of conflict and maximum positive results. 


28. Memphis Commercial Appeal editorial, March 23, 1958: 
THE MoNRONEY LOAN PLAN 


Senator A. S. “Mike” Monroney, Democrat, of Oklahoma, has recently pre- 
sented to the Senate a new plan for making loans to underdeveloped nations. 
He has in mind particularly countries that have only lately attained independence 
and are long on manpower and short on hard currencies, but which still have 
substantial natural resources. 
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It is Senator Monroney’s conviction, based on 18 months of special study of 
the problem, that our well-meant efforts to aid have not served the purpose. 
Direct grants and unilateral loans have roused suspicions that we were trying 
to subvert the recipients. The policy has caused this Nation to be referred to as 
“Uncle Sugar,” “Uncle Shylock,” and “Uncle Sap,” for example. 

In the meantime, the Soviet Union, while it used our policy for propaganda, 
has been making long-term, low-interest loans to new nations. It has enabled 
those short on hard money to employ their own currencies in repayment and it 
has been consistently willing to barter. It has meant a gain for communism the 
free world cannot afford and which must be halted. 

Senator Monroney proposes an international organization to be closely allied | 
with the World Bank and to be known as the International Development Associ- 
ation. He suggests the IDA would need capital stock of perhaps $1 billion sub- — 
scribed by the United States and other participating nations. 

After the hard currency base was established for the IDA, Senator Monroney 
suggests the organization should have the use of local currencies, including a 
major part of those which the United States has accumulated from its disposal 1 
of farm surpluses. Money now frozen and of little or no good to anyone would ; 
become available as employable capital for the IDA. i 

The World Bank is limited to financing projects that are good and which can ‘ 
repay loans in dollars or other hard currency within 20 years. Under Senator 
Monroney’s plan, the IDA could make loans on sound projects for 40 years and j 
at interest rates of around 2 percent, repayment to be made in local currencies ] 
if the borrower found that desirable. t f 

In everyday terms, Senator Monroney proposes that an international banking C 
group take “second mortgages” on projects in underdeveloped lands on terms c 
such nations could meet. It would put aid programs on a basis such that bor- 
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rowers could maintain their self-respect. It would also relieve any one nation \ 
of charges of partisan interest or charity. 

The plan would mean an end to haphazard grants and loans from the United i 
States alone and would establish a businesslike, sustained program. It would v 


also mean that the nations of the free world were employing a positive approach 
to regain the initiative. All in all, it appears to be sound and sensible and worth 
every consideration from Congress and the people. 


29. Oklahoma City Oklahoman editorial, March 19, 1958: 


r 
Monroney’s “New Look” ’ 

Senator Monroney thinks “the once young and vigorous foreign aid program 
bequeathed * * * by President Truman is now old, tired, weary, haggard and a 
worn out.” u 

He’s convinced that “we need to take a new look” at foreign aid. The Senator | 
has been doing his own looking and is suggesting a “fresh approach” to the inter- DI 
national finance subcommittee this week. Si 

Monroney embodies his “fresh approach” in a Senate resolution he describes ni 
as “an effort to facilitate economic development of young nations through inter- | ni 
national banking machinery instead of through United States loans and grants.” 

In the circles where foreign aid is usually accepted as a more or less permanent — of 
way of life the Senator’s plan elicits a great deal of polite applause. Its details — a] 
remain to be worked out but broadly it envisages a companion agency to the 
International Bank of Reconstruction and Development (World Bank) to make ti 
loans in mixtures of hard and soft currencies on terms more favorable than the | ac 
World Bank can advance. Senator Monroney points out that the World Bank | or 
can’t make project loans “which may be good but impossible of repayment in lo 
dollars or other hard currencies” over the 20-year required term. He thinks that 
“therein lies our opportunity.” P; 

As a “starter” Senator Monroney’s proposed International Development Asso- fir 
ciation would need an original capital of a billion dollars in hard currencies of pe 
which the United States would put up 30 percent, or $300 million. By mixing ha 
local currencies with hard currencies Monroney feels $1 could be made to do m: 
the “work of many dollars now being spent.” He says that would “help us to th 
put to work the vast amount of local currencies we have received and will receive pr 
from sales of our agricultural surpluses abroad.” 

The Senator plainly regards his program as a replacement for the economic de 


development loans provided in the existing foreign aid program. In order to 
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qualify as a “fresh approach” his plan would have to eliminate some existing 
phase of the foreign-aid program and not simply become a further accretion 
to it. The Senator would substitute his program for the additional $625 million 
that Secretary Dulles is asking for development loans in the new foreign aid 
budget. 

In view of parliamentary and political red tape the Senator isn’t likely to get 
his project going this year even if the Senate acts favorably. In the meantime 
the existing economic aid programs will presumably be continued. It’s only 
important to note that the Senator’s proposed 1 billion of capitalization is repre- 
sented as a “starter.” By his own estimate the Senator’s suggested TVA type 
joint watershed development loan to India and Pakistan would require $400 
million alone. As it turned out the original Marshall plan was only a “starter.” 
It and succeeding foreign aid schemes have now cost the American taxpayers 
about $60 billion. 

It’s evident that the United States can’t continue to export at a rate nearly 
twice its import rate. It’s also evident that in the interim between now and 
the perfection of the intercontinental ballistic missile the United States will 
need foreign bases and foreign friends. Presumably also it will continue to 
have embarrassing farm surpluses to trade for embarrassing surpluses of foreign 
soft currencies. 

But instead of a “fresh approach” through refinancing maybe the present need 
is a fresh definition of the motivations behind the various far-reaching activities 
loosely lumped together as ‘foreign aid.” With the perfection of the ICBM 
and the missile-carrying submarine fleet. the present military justification could 
quickly recede. Would “foreign aid” then serve principally to finance surplus 
crop dumping or factory exports? 

It’s true that the program bequeathed by President Truman is now tired, 
weary, and haggard. It ought to be tired. It has outlived by 6 years the 4-year 
envisaged life of the original Marshall plan. The birth of Monroney’s new plan 
is worth a 31-gun salute only if it’s accompanied by the long overdue death of 
unilateral foreign economic aid. 


30. Wichita Falls (Tex.) Times editorial : 


SENATOR MONRONEY SPARKS IDEA FOR LOANS AS AID 


The administration’s foreign aid program probably will be trimmed from the 
requested amount of $3,942,100,000 because a number of (ongressmen are not 
at all sure that much money is needed to keep the free world going strong on our 
side or that we can afford the expenditure. 

This feeling arises because of examples of looseness in handling much of the 
aid program and because money already appropriated to foreign aid remains 
uncommitted. 

Senator Mike Monroney, of Oklahoma, has come up with an imaginative and 
practical solution to foreign aid. With long experience in international finance, 
Senator Monroney proposes a second mortgage international bank be set up by 
nations of the free world to extend 40-year, 2 percent credit to undeveloped 
nations that have plenty of natural resources and no capital. 

Under the Monroney suggestion, the United States would contribute 30 percent 
of the proposed $1 billion capital of such a bank, out of existing and available 
appropriations. 

The authority to create such a bank already exists but Monroney has a resolu- 
tion before the United States Senate to test the idea and, if passed, to encourage 
action on the plan. It would take a year or two to put such a bank into working 
order, but a year or two is not much time when you're talking about 40-year 
loans. 

Example of how the bank might operate is cited from.the case of India and 
Pakistan, where a united watershed development vital to both nations awaits 
financing in the amount of $400 million. It’s too big a bite for a 20-year, 4 
percent World Bank loan but it would pay out if 40-year, 2 percent money could be 
had for whatever amount the World Bank couldn’t handle. Repayment could be 
made in Indian and Pakistan currency. Such a second mortgage deal is better 
than terms now being offered the two nations by the Soviet Union’s foreign aid 
program. 

The Monroney idea might very well lift most of the future foreign aid bur- 
den off this country and give undeveloped nations a new incentive to bring their 
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economies up to date in a stable fashion. If all of the 61 nations belonging to 
the World Bank will put in together on this second mortgage international bank, 
which they can do easily, it would take international development pretty largely 
out of cold war politics. 


31. Decatur (Ill.) Herald editorial, March 20, 1958 : 
New Loan PLAN CHALLENGES SOVIET 


The need for a free world agency to finance the growth of the underdeveloped 
countries in competition with Soviet economic aid has been realistically envi- 
sioned by Senator Mike Monroney, of Oklahoma. 

Monroney has recommended to the Senate the creation of a new international 
agency to provide long-term, low-interest loans, with repayment in soft as well 
as hard currencies, to countries unable to meet the requirements of the Interna- 
tional Bank for Reconstruction and Development (the World Bank). 

In many instances, loans are denied a country because the bank does not feel 
principal and interest payments can be met in accordance with the bank’s charter. 

Through operation of the proposed Monroney agency, the World Bank might 
grant whatever portion of a requested loan it could, with the agency providing 
the balance. 

As a beginning, a billion dollars would be subscribed, approximately one-third 
by the United States and the remainder by other nations. The United States 
share could come from the $300 million appropriated by Congress last year for 
the Development Loan Fund, and never used. This way, no new appropriation 
would be needed. | 

Senator Monroney has pointed out that the approach to foreign handouts of 
the past dozen years has become as distasteful to the recipients as it has to 
the American public. The underdeveloped lands want to pay their own way. 

Nor can it be ignored that the long-term, low-interest policy is a primary at- ; 
traction of loans provided by the Soviet Union. 1 

World Bank policy should not be disturbed. But it is clear that an auxiliary ( 
agency is needed to aid those countries who, in the bank’s opinion, cannot support t 
bank loans, yet must rely on outside economic help to assure their economic i 
progress and continued independence. ¢ 
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32. Houston (Tex.) Chronicle editorial, March 19, 1958 : t 
h 

INTERNATIONAL LENDING AGENCY AS SUBSTITUTE FOR FOREIGN AID D 

Ten years and $60 billion after Congress passed the first Marshall plan appro- z 


priation, the Senate committee on foreign relations begins hearings on the foreign 
aid bill for fiscal 1959. 

Congress, like the American people as a whole, is getting extremely weary of B 
these annual appropriations of billions of dollars, not all of which represents th 
money exported but instead consists of irreplaceable American natural resources. | 
Not even the Hollywood extravanganza in Washington a few weeks ago has “ 
made another $4 billion appropriation palatable . U 

Congress might well give the most serious thought to a plan put forward re- 
cently by Senator Mike Monroney, of Oklahoma, as a substitute for United — 
States grants for economic aid. The Monroney resolution calls for giving con- | i 
sideration to “the establishment of an International Development Association, 7 


in cooperation with the International Bank for Reconstruction and Develop- to 
ment.” 

Monroney proposes that the association start with a capital of $1 billion in | St 
dollars or hard currency, of which the United States would put up $300 million. he 
It would be a second mortgage operation cooperating with the World Bank. e 

“It will help us to put to work the vast amounts of local currencies we have wh 
received and will receive from sales of our agricultural surpluses abroad,” the wi 
Oklahoman says. “By making these local currencies with hard currencies, | 
we can make the dollar do the work of many dollars now being spent. It would on 
reduce the overhead costs materially through use of banking sources instead of a 
large numbers of Americans maintained abroad.” ; 

Monroney, who has made a study of foreign aid on the scene abroad, believes 7 


his plan would work better in developing backward countries than year-by-year 
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appropriations by Congress since under it long-range projects can be bankable 
for many years. He believes that loans made on a “self-respecting basis” would 
be welcomed by foreign countries as well as more acceptable to the people at 
home. 

The fact that many of the Senators who first spoke up in favor of his resolu- 
tion include some of those who would vote for continued heavy foreign aid 
appropriations as well, and some who easily enthuse over international projects, 
particularly if they are under United Nations auspices, should not prejudice 
others against Monroney’s ideas. 

He may have something which can be hammered out so as to do constructive 
work and at the same time relieve the American taxpayer of the burden of 
foreign economic aid. 


33. Northern Virginia Sun editorial, March 27, 1958: 
Mr. DuLLes Is Misstne A Goop BetT—New IDEA IN Foreraen Poticy 


New ideas are among the world’s most precious commodities. Especially are 
they hard to come by, it seems, in the field of foreign policy. Therefore it is 
refreshing when a major new foreign policy idea is introduced, and disappointing 
to see the Eisenhower administration greet it coolly. 

The new idea has been put forward by Senator Mike Monroney, of Oklahoma. 
Senator Monroney proposes the establishment of an International Develop- 
ment Association (IDA) as a supplement to the World Bank. That bank is 
limited to making loans in the scarce “hard” (or easily convertible) currencies, 
such as dollars, or German marks or Swiss francs, and must be repaid in hard 
currencies. This puts a severe limitation on the kinds of loans that it can 
accept as bankable. 

Senator Monroney’s supplementary bank would greatly expand the range of 
multination loans that can be made by making use of soft currencies where 
those will suffice. The capital of the IDA would be made up of a combination 
of hard currencies and soft currencies—many of the soft currency contribu- 
tions coming from frozen assets which are now lying idle. An example of this 
is the currencies accruing to the United States from its disposal of surplus farm 
commodities abroad. 

Acting in combination, the World Bank and the IDA could underwrite loans 
which the World Bank alone cannot now do. For example, a solution of the 
India-Pakistan disputes might be achieved by a $400 million development of 
the Indus River that runs through both countries. Such a project is not present- 
ly bankable by the World Bank; but if the World Bank were to finance those 
parts of the project that demanded the use of hard currencies (such as Ger- 
man earth-moving machinery), the IDA could underwrite the remainder that 
merely required soft currency funds (the labor and many of the locally fur- 
nished materials). 

The potential of the Monroney idea is evidenced from the opinion of World 
Bank president Eugene Black that had the Monroney plan been in existence, 
the World Bank could have expanded its lending activities by 50 to 60 per- 
cent. 

There are many attractive aspects to the Monroney plan from a strictly selfish 
United States point of view. For one thing, it could reduce the number of dol- 
lars the United States is presently putting into foreign aid loans. The admin- 
istration is currently asking Congress to provide an additional $625 million in 
loan funds; Senator Monroney proposes an initial United States contribution 
to the IDA or less than half of this. 

For another, the multination character of the loans would take the United 
States out of the position of a arich uncle making loans or outright grants to 
poor relatives, and would permit a great many nations to participate on a self- 
help, self-respecting basis. Moreover, it permits them to plan long-range projects, 
= they are unable to do when dependent on year-to-year congressional 
whims. 

The Monroney plan has attracted significant support. Not only is it looked 
on with favor by Mr. Black, but it has received the warm support of the first 
foreign aid administrator, Paul Hoffman. 

Yet the Eisenhower administration is eyeing the plan without enthusiasm. 
Treasury Secretary Anderson was publicly cool to the idea in testimony before 
a Senate committee. Secretary of State Dulles appears to prefer making loans 
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on a strictly unilateral basis, even though this will probably cost the United 
States more and might well be a less effective way of winning friends and 
influencing people. 

Senator Monroney, in presenting his plan to the Senate, had the grace to 
acknowledge that former Democratic foreign policies, while valid in their time, 
had become outmoded by onrushing events. “If we insist on retreading badly 
worn Democratic tires, good in their day but now worn down to the fabric,” he 
said, “our foreign-aid program will be broken down while the world passes us by.” 

Secretary Dulles might well take these words to heart. We hope he will 
relax his rigid adherence to present policies, and show a greater willingness te 


accept new ideas. 


34. Macon (Ga.) Telegraph editorial, March 11, 1958: 


a ppt Aer + 


INTRIGUING IDEA FOR WoRLD BANK 


The proposal for a new type world bank to aid underdeveloped nations may 
be one of those happy solutions which clears up several problems at one time. 
Advanced by Senator Mike Monroney, of Oklahoma, the plan would make use 
of many resources for capital. An example would be the foreign currencies 
the United States is now accepting for foreign commodities sold abroad. And, 
as a result of the Marshall plan regulations, there are unspent counterpart funds 
of European currencies in European banks. 
The purpose would be to make loans in mixed currencies. The loans would be | 
repayable in the currencies of the borrowers instead of dollars or other hard 
currencies. 
The proposal may have some drawbacks not yet apparent. But it would mean 
that money could be profitably lent at lower interest rates than the World Bank 
is required to charge. And this, in turn, would mean that the West could better 
compete with the terms Russia is now offering underdeveloped countries. 





35. Green Bay (Wis.) Gazette editorial, March 4, 1958: 
How Mucn Foreign Arp? 


The matter of foreign aid is one of the knottiest problems which confronts 
Congress again this year. 
The President’s dire warning that, unless his request for about $4 billion is 
granted, a much larger sum will have to buy armaments in the future is difficult 
to evaluate. It stems from the puerile point of view that, without foreign aid 
in great sums, we must fight a war. Obviously any thinking American would 
rather have a higher tax at present than wage a nuclear war tomorrow. The 
doubts raised come from the lack of confidence in the way in which the money is 
spent, disgust with some of our allies, charges of gross waste and foolishness in 
spending, and questioning of the philosophy that we can buy friends who will 
really stand up to the Russians. These doubts are hard to allay and, on the other 
hand, it is difficult for the administration to prove good results from past foreign 
aid. 
Senator Mike Monroney has proposed that another international agency, similar 
to the World Bank, be created to make long-term loans at a low percent to under- 
developed countries. This proposal seems to have two advantages. First, it 
can make loans with less security than the present World Bank and at a com- 
parable rate of interest to that offered by Russia. Secondly, it is international in 
scope rather than being merely from the United States. Again it is hard to 
evaluate this point but our handouts no longer seem to make firm friends and no 
one loves a creditor. The initial United States contribution to this new agency, 
as envisioned by Senator Monroney, would be $300 million, a long way from $4 
billion. | 
An extension of such an agency would also tend to do away with some of the 
complaints about our present methods of foreign aid. Pakistan representatives 
charge, and with reason, that the nations which threaten to turn to Russia get 
more money than those which are firmly in the Western camp. A lot of Amer- 
icans would have preferred that the money spent on bombs which the French 
used to kill Tunisian children had bought missile research in the United States. ( 
The Wisconsin teacher who is now organizing and administering a physical ‘ 
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education program for the Kingdom of Laos may be winning friends, but should 
American tax dollars be used to train Asian track teams? 

Miss Barbara Ward, a British author and economist, calls for a “fully thought 
out, fully sustained and accepted strategy for worldwide economic growth” from 
the Western powers and paints a gloomy canvas of country after country falling 
under the Communist sickle otherwise. It may be, and we must acknowledge 
that, while we seem no closer to peace than before we started a foreign aid pro- 
gram of such huge proportions, neither are we in a shooting war. 

But it is extremely doubtful that our foreign-aid program has paid sufficient 
dividends in good will to warrant such a tremendous investment as demanded 
by the administration. Senator Monroney’s proposal, or one similar to it and 
perhaps on a much larger scale, would seem to be a lot closer to a continuing 
program of assistance impossible on the year-to-year basis which we must main- 
tain. 


36. St. Petersburg (Fla.) Times editorial, March 4, 1958: 
AN IMAGINATIVE ForEIGN AIp IDEA 


Senator A. S. Mike Monroney, the vigorous liberal Democrat from Oklahoma, 
has come up with the most imaginative idea in foreign aid since the Marshall 
plan was suggested in 1947. 

In a proposal to the Senate last week, Monroney outlined a plan in which 
foreign currencies accumulated under the Marshall plan, and through the sale 
abroad of United States surplus foods, could be used for foreign-aid programs 
without new appropriations of United States funds. 

The Monroney plan in essence would set up a “second mortgage” international 
bank to supplement financing by the United Nations International Bank for 
Reconstruction and Development, familiarly known as the World Bank. 

The Monroney plan would not be a substitute for the $3.9 billion foreign-aid 
program this year which is related to the immediate defense needs of the United 
States and its allies. Rather it is an expansion of the long-range development 
plan for which Congress appropriated $300 million last year but which is not yet 
in operation. 

The World Bank, under its charter, is required to deal only with hard money 
currencies like dollars, Swiss francs and sterling, that are fully usable in many 
countries. Like banks in the United States, the World Bank also is limited to 
investments in specific hard projects that will begin paying back with interest 
immediately. 

But again, as in the United States, there are many projects overseas that are 
beyond the scope of hard money banks but are good second mortgage investments. 
Also, a lot of this second mortgage money is available in soft currencies that 
eannot be converted into dollars or sterling. 

For example, in helping India finance a hydroelectric project, hard money could 
be advanced by the World Bank in dollars and sterling for purchasing heavy 
machinery in the United States and Britain. Second mortgage soft money could 
be advanced from United States credits in other countries that cannot be con- 
verted into dollars, but could be sent to India in the form of goods and services 
without cost to the United States. 

In India itself, rupees credited to the United States in the sale of surplus farm 
products for which India does not have the dollars to pay, could be used to pay 
labor and other local costs of the World Bank projects. 

The United States has a vast accumulation of credits in many countries which 
cannot repay the United States in dollars. Under the Monroney plan all these 
credits would be pulled together to finance the proposed new second-mortgage 
bank. It would not cost the United States 1 cent in new appropriations. 

Rather than charge a higher rate of interest, as in most second-mortgage in- 
vestments, Monroney proposes that the development bank charge an interest 
rate as low as 2 percent over 40 years. Terms under World Bank loans range 
from 4 to 6 percent over 20 years. 

A 2 percent interest rate may seem low for any kind of investment these days. 
But, as Monroney points out, it would put money to work which the United States 
has no chance of getting back in dollars and which is not now being used. 

Most important, Monroney emphasized, it will enable the United States to 
compete with, and surpass on a sound basis, Soviet Russia’s new worldwide 
economic offensive. 
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37. Augusta (Ga.) Chronicle editorial, March 8, 1958: 
PERMANENT ForeIGN Arp 


Senator A. 8. Mike Monroney, Oklahoma Democrat, is proposing that Congress 
create yet another agency to assist in international development. He wants to 
establish an International Development Association to work in cooperation with 
the International Bank of Reconstruction and Development. 

Such an association will require, initially, capital stock in the amount of $1 
billion. Of that amount, under Monroney’s plan, the United States would supply 
30 percent, this is $300 million. The remainder, theoretically, would come from 
other countries. 

The money would be used for multilateral loans to foreign nations to carry on 
development projects. 

Senator Monroney offers a number of arguments for the proposal. The new 
plan, he said, would do away with the present system of unilateral grants and 
loans, which have been such a drain on the people of the United States. It would 
permit sustained activity in the internatonal field in the development of so-called 
underprivileged areas. 

As usual, the argument is used that it would put a crimp in Russia. 

Senator Monroney notes that there will be, probably, many miscellaneous objec- 
tions to the plan, but he fails to point out the adverse aspects of his proposals. 

To begin with, the United States already has more than enough international 
agencies. No more should be created by Congress, which should now devote 
itself, for a time at least, to the needs of the American Nation. 

In the second place, creation of an International Development Association of 
the kind proposed by Senator Monroney would finally place the foreign-aid 
program on a permanent basis. That would mean the American people would 
be taxed forever to supply the needs of foreign nations. 

That would impose involuntary servitude upon the American people who would 
have to turn over in taxes to the Government a larger and larger share of their 
earnings. 

There is little reason to believe that the $1 billion named as the initial sum 
for establishing such an agency would remain at even that large figure. The 
history of such agencies shows that they mushroom rapidly and that the toll 
upon taxpayers increases heavily year after year. 

The world is a big place. It took God Almighty to create it in the beginning. 
No set of international-minded politicians can redeem it from its present misery 
by spending vast sums of money, taken by force, so to speak, from unwilling 
taxpayers. 





38. Altus (Okla.) Times-Democrat editorial, March 10, 1958: 


ANOTHER Wortp BANK? 


Senator A. 8S. Mike Monroney of Oklahoma has come forward with a proposal 
for a new world bank. It would aid underdeveloped nations that have not 
been able to qualify for loans from the International Bank for Reconstruction 
and Development. Eugene R. Black, President of the International Bank, says 
it is willing to explore this idea for a second organization. 

It would be linked to the World Bank, and its purpose would be to make 
loans in mixed currencies (dollars and other national currencies). The loans 
would be repayable in the currencies of the borrowers instead of dollars or 
other hard currencies (i. e., currencies readily exchangable for gold or dollars). 

Loans would be, moreover, under control of an international multilateral 
group. Presumably they would be free from what some people have regarded 
as a sort of dollar veto, which arises from the World Bank’s rule that loans can 
be made only when there is prospect of repayment in hard currency. 

There are Many resources on which such a bank could call for capital. For 
example, there are the foreign currencies the United States is now accepting for 
surplus commodities sold abroad; these funds may grow embarrassingly large 
unless new uses can be found for them. There are also unexpected counterpart 
funds of European currencies in European banks as a result of Marshall plan 
rules. 

And this money could be profitably lent at lower interest rates than the 
World Bank is required to charge. At 2 percent the new loans might give 
Moscow some real competition on the economic cold-war front. Senator Mon- 
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roney says Russia is now offering better terms than the United States to 
underdeveloped countries. 

As Mr. Black of the World Bank has said, the plan certainly deserves ex- 
ploration. At this writing there seems good reason to believe that Senator 
Monroney is offering a timely, creative, and economical idea for action in a 
direction others also have urged.—Christian Science Monitor. 

Senator Busu. Would the Senator yield for a question right 
there? 

Senator Monroney. Yes, sir. 

Senator Busu. Is it in the Senator’s mind that this program might 
be partially a substitute for the economic aid elements in the mutual 
security bill coming up? 

Senator Monroney. So far as I am concerned, it could substitute 
for the banking facility now operated by the State Department. 
There will be witnesses here to tell us why it can be done and 
others to say why it cannot and to testify as to whether we need 
greater time for the shift. 

I think the hearings will develop the need for putting economic 
development on an international basis. 

I think the prime question is not only whether to go from uni- 
lateral to international banking, but also how much time would be 
required for the transition. 

enator Busu. I just was trying to determine whether it was in 
the Senator’s mind that this program might be made a part of the 
mutual security bill, the economic-aid section of that, or whether 
this is something separate and apart and is not to be considered in 
the same—— 

Senator Monronry. No, the Senator will note the last paragraph 
of the resolution, on page 2, line 13: 

It is further the sense of the Senate that, as a part of the United States 
economic-aid program, funds be subscribed to the capital stock of the Inter- 
national Development Association in cooperation with investments made by 
other participating countries. 

It would be my belief that a portion at least of the $625 million 
that is being asked in the current economic aid bill could be earmarked 
for use as capital stock investment in hard dollars in IDA. If the 
timetable for IDA can be advanced so that part of the funds re- 
quested can be invested there, then I believe we would be able to 
provide the same loans at less cost than under the present admin- 
istration’s proposal. 

Senator Busn. I thank the Senator. I just wanted to understand 
that that was likely to take place, that it is likely to become a part 
of the considerations that come up in the mutual security bill. 

Senator Carenart. Mr. Chairman, where is this different from the 
International Finance Corporation, an organization we set up here 
a couple of years ago? 

Senator Monroney. You mean the State Department bank? 

Senator CareHart. No, no, the International Finance Corpora- 
tion set up as an affiliate of the World Bank. 

Senator Monroney. That is for $100 million in capitalization to 
cde financing to private enterprise in these areas, This is not a 

tate—— 

Senator Carenart. These loans, then, would not be made to pri- 
vate enterprise ? 
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Senator Monroney. They could be made to private enterprise with 
guaranties by the governments of participating countries. This 
will be a matter that will be determined later. It is not appropriate 
at this time for us to draw a charter for the banking operation. The 
resolution only expresses the sense of the Senate that such a bank 
should be organized and should be chartered. 

Senator Carenart. Does the Senator know what happened to the 
International Finance Corporation that was set up by the Congress 
as an affiliate of the World Bank, to be operated and halng operated 
by the World Bank? 

Senator Monroney. It has provided very little financing largely 
because the accumulation of private capital in the underdeveloped 
areas is nearly nonexistent. And the IFC should remain on a bank- 
ing rather than a political basis and also not on a basis of the exten- 
sion of charity. 

Senator Carenarr. Would it be the Senator’s intention that the 
World Bank would operate or run this new association ? 


eo ROR 


Senator Monronery. That, of course, would depend on the views of | 
our Governor and our Directors of the World Bank, and also on the | 
views of other countries. I would hope that the same Board of | 


Directors of the World Bank would serve as the Board of Directors 
of this Association. The World Bank would be able to take a part 
of the loans which they now must deny if the remainder could be 
supplied in a second mortgage type of operation on a 40-year, 2 
percent basis, repayable in a mixture of soft and hard currencies. 

Senator CarpeHart. Would it not be more practical, then, to simply 
amend the charter of the present World Bank to do what you are 
asking for here rather than to set up a new organization ? 

Senator Monroney. No, sir. I do not wish to see the standards of 
World Bank loans reduced to a “soft” or an easy-credit basis. The 
World Bank has established a reputation as to the security of its loans 
so that it is able to sell bonds on the open market and not rely on 
Government appropriations. 

I think it is very important that we leave unchanged the firm bank- 
ing principles of the World Bank which Mr. Eugene Black, its 
President, and its Governors have established. 

If we change the character of the World Bank, I fear that we 
will get into serious difficulties because the established credit of the 


World Bank and the movement of its bonds on the open market re- | 


lieves the taxpayer of the financing of the loans made by the World 
Bank. 

Senator Carenart. Then these loans are not to be bankable loans? 
They are simply to be soft loans with no chance of repayment? Is 
that the—— 

Senator Monroney. Let’s put it this way: The World Bank’s terms 


are up to 20 or 25 years at 4 to 6 percent, repayable in hard currencies. | 


This would be a 40-year, 2 percent loan repayable in a mixture of soft 
and hard currencies. 

In other words, when the 70 percent of a project loan has been 
repaid in 20 years to the World Bank—assuming that the World Bank 
was willing to take that loan as a good credit risk with the interjection 
of 30 percent subordinated money by I[DA—when the World Bank 
loan is paid off in 20 years then this becomes a very choice security. 
If the borrower can pay off the World Bank loan in 20 years at 





( 
1 
t 


L 


vith 
This 
‘late 
The 
yank 


. the 
ress 
ated 


gely 
oped 
ank- 
cten- 


; the 


vs of 
1 the 
d of 
ctors 
pe 
d be 
ar, 2 
. 
mply 
1 are 





ds of © 


The 
loans 
ly on 


yank- 
k, its 


it we 
f the 
et re- 
Vorld 


oans ? 


2 Ts 
terms 
ncies. 


f soft 


; been 


PLL LEN LA ae EMI NI PERE SS 7 


MEITS 20% 


Bank | 


ection 
Bank 
urity. 
ars at 


OPES RMLIE  a 


EAE 


INTERNATIONAL DEVELOPMENT ASSOCIATION 55 


4 to 6 percent interest, then it can certainly service the 40-year, 2 
percent debt to IDA. 

Senator CarrHart. Why 2 percent interest? In the same country 
why would you charge one man 4 or 5 percent and another one 2 

rcent ¢ 
Tato Monroney. Primarily, Senator Capehart, because this will 
be a Joan intermixed with soft currencies which have less acceptance 
on the world market today than dollars. We hope to use some of 
the vast millions in local currencies that have accumulated under the 
agricultural disposal sales as a mixture with a hard dollar base for 
these loans. 

Senator Carenart. What relationship—— 

Senator Futsricur. Mr. Chairman, may I suggest we are here—at 
least I am—to hear the Secretary. 

Senator Monroney. Would the Senator question me after we dis- 
pose of the testimony of the Secretary ¢ 

Senator Futsricut. Unless we have the witness—— 

Senator Carpenart. The chairman just came in here. The chairman 
of the subcommittee proceeded to act as though he was a witness by 
reading a three-page statement. 

Senator Monroney. I thought it was customary to explain a 
measure before taking testimony on it. 

Senator Carenart. Without giving the minority side an oppor- 
tunity to read the statement or to make a statement. We propose, 
rather than taking the time to read a three-page statement, to ask 
questions. 

I think we have gotten to the point in this committee and to the 
point on the floor of the Senate—it begins to look to me that we have 
in both, and in other committees—where the minority in the Congress 
is completely blanked out from taking part in the proceedings of the 
Congress. 

I for one am going to fight it from this time on, because I am sick 
and tired of it—being completely blocked out by not being able to ask 
questions. 

I think we have as much right here to have a little time to ask 
questions of the chairman as he did to make a three-page statement. 

Senator Monroney. The Chair will be very happy to answer ques- 
tions all afternoon. The only reason I took the time to read the full 
statement was because, with the exception of the distinguished Sena- 
tor from Connecticut and myself, there were no other members of 
the committee here at the time the hearing began. I wished to have 
more members of the committee to hear the principal witness of the 
morning, the Secretary of the Treasury. 

Senator Carrnartr. The tendency is—at least in the committees 
that I am a member of and on the floor of the Senate—to block out 
the minority from taking part. I think anyone attending the com- 
mittee hearings and attending the sessions on the floor of the Senate 
wili have to admit that my statement is a true statement. 

With that, I suggest we proceed in regular order. 

Senator Monroney. I thank the distinguished ranking minority 
member. 

Our first witness is the Secretary of the Treasury, Mr. Anderson. 

Mr. Anderson has canceled two previous engagements and re- 
arranged his schedule to make it possible for him to be here to give 
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his statement. He will give his statement and then must go to other 
engagements, but will be available for questioning on anything we | 
wish to question him on at a future time. ‘ 
He will leave his assistant, the Honorable Tom Coughran, Assistant 
Secretary of the Treasury ‘and Executive Director of the Interna- 
tional Bank for Reconstruction and Development, to answer any ques- 
tions we might have now. 
Mr, Anderson must leave by 11 o’clock, and so I will ask the mem- | 
bers to forego any questions while he gives his statement. . 


STATEMENT OF ROBERT B. ANDERSON, SECRETARY; ACCOM- | 
PANIED BY TOM B. COUGHRAN, ASSISTANT SECRETARY AND © 
EXECUTIVE DIRECTOR OF THE INTERNATIONAL BANK FOR | 
RECONSTRUCTION AND DEVELOPMENT; GEORGE WILLIS, DIREC- 
TOR, OFFICE OF INTERNATIONAL FINANCE; ELTING ARNOLD, 
ASSISTANT GENERAL COUNSEL; AND ARNOLD WEISS, OFFICE 
OF GENERAL COUNSEL, TREASURY DEPARTMENT f 


Secretary Anprrson. Mr. Chairman, members of the committee, I | 
should like first to identify those who are with me. 
Assistant Secretary Tom Coughran has already been identified by 
the chairman. | 
Mr. George Willis is the Director of the Office of International 

Finance. 

Mr. Elting Arnold is Assistant General Counsel. 

Mr. Arnold Weiss is a member of the Office of the General Counsel 
of the Treasury. 

It is a pleasure to appear before your subcommittee with respect 
to Senate Resolution 264, which your distinguished chairman has 
introduced. The resolution proposes that consideration be given to 
the establishment of an International Development Association in 
cooperation with the International Bank for Reconstruction and 
Development. 

It. is contemplated that such an agency would provide long-term 
dollar and hard currency loans at a low rate of interest and repayable | 
in local currencies to supplement World Bank loans, and would —_ | 
use foreign currencies resulting from the sale of U nited States agri- 
cultural surpluses and other programs in its lending activities. 

This proposal relates to questions of real importance to both this | 
country and the less-developed countries of the free world. We must | 
recognize that the desires of the less-developed countries for economic | 
development financing frequently exceed their capacity to service} 
loans from the Export-Import Bank and the International Bank. | 
Since the International Bank is financed largely by borrowing in the} 
American market, its loans must be repayable for the most part in| 
dollars. Many of the less-developed countries have a limited capacity J 
to service dollar loans. Loans payable in the currencies of the bor-} 
rowing country are very much easier to service than loans payable in| 
dollars. This, of course, is one of the reasons why our own Develop- 
ment Loan Fund is making loans on these flexible terms. Senator 
Monroney’s proposal represents a valuable additional suggestion as 
to how to deal with this problem. 
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It has been suggested by the chairman that the International De- 
velopment Association be set up with an original capital of $1 billion, 
in dollars or hard currency. Of this amount, the United States would 
probably put up 30 pervert, of $300 million. The association would 
also have the use of local currencies, including a large portion of 
those which the United States has accumulated from its ets 
disposal of agricultural surpluses. 

The chairman also suggests that the loans of the International 
Development Association should be subordinated to the loans of the 
International Bank, and that it might extend its own loans for 40 

ears at low interest rates, with payments of interest and principal 

ing made in the currency of the borrowing country. 

The resolution and the suggestions that have been made in imple- 
menting its objectives are being given and should be given most 
careful and thorough examination. It appears that in any under- 
taking of a multilateral program of loans repayable in local currency, 
the best way to do so would be through the use of an affiliate of the 
International Bank which could draw upon the experience and per- 
sonnel of that organization. 

However, the implications of the proposal are far reaching, and 
we shall need to devote much time and effort to give it the thorough 
consideration which it warrants. We must explore various economic, 
financial, and legal questions. 

The creation of an international institution involving large sums 
of money is a major effort of international financial negotiation, and 
we would need to be sure of our grounds before undertaking such 
an important endeavor. 

In this light, we may wish to suggest for your consideration some 
modifications in the wording of the proposed resolution. For ex- 
ample, in order to be slightly more specific as to the relationship of 
the proposed International Development Association to the Bank, 
we Gould offer the suggestion that the last clause of the opening 
paragraph of the resolution read “as an affiliate of the International 
Bank for Reconstruction and Development.” 

One of the advantages sought by the resolution is that countries 
other than the United States would provide additional financing of 
economic development which they may not be likely to furnish in the 
absence of such an institution. As outlined in the proposal, such 
additional financing is anticipated from subscriptions of $700 million 
in hard or usable currencies from foreign countries. 

While it would be very helpful if capital for development abroad 
could be made available on a larger scale from some of the other 
countries, it is not now known whether foreign countries would be 
willing to subscribe substantial amounts of convertible currencies to 
such an institution. Many of the 65 member countries of the Inter- 
national Bank regard themselves as less-developed areas and might 
want to consider whether they should provide capital from their 
limited reserves of convertible currencies to finance development in 
other areas. 

The industrialized countries of Europe, Canada, Japan, and a few 
other areas provide the best possibilities for seeking subscriptions in 
hard currencies. To some extent they are now exporting capital 
through public loans and credits, through direct private invest- 
ments, and other forms of foreign investment. Foreign central banks 
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and international investors have also purchased substantial amounts 
of dollar obligations of the International Bank. 

The experience of the International Bank is illuminating and sug- 
gests both the possibilities and many of the practical problems en- 
countered in multilateral financing. 

The articles of agreement of the International Bank provide that 
each member shall contribute, in addition to 2 percent in gold or 
dollars, 18 percent of its capital subscription in its own currency. 
The bank has had available for lending out of its 2 percent capital 
$63.5 million from the United States and about $120 million bran 
other countries. 

The 18 percent contributions are not automatically convertible 
since they may be used only with the permission of the subscribing 

overnment. Countries have been urged to make funds available 
or the bank’s lending operations from the 18 percent capital. The 
total subscriptions forming this portion of the capital amount to the 
equivalent of $1,680 million. k little less than half of this has 
been loaned, amounting to about $890 million. 

The United States subscription amounted to $571.5 million. The 
balance of the amount loaned consists of the Canadian subscription 
and part of the capital subscriptions of Germany, Italy, the United 
Kingdom, Belgium, France, the Netherlands, Sweden, and small 
amounts from other countries. 

Besides the $319.5 million obtained from these countries, the bank 
has obtained releases under which it expects to be able to use about 
$250 million in the near future. 

Many of the countries have from time to time imposed special con- 
ditions upon the use of funds released by them. 

While the experience of the International Bank is valuable in 
judging the prospects for obtaining capital subscriptions from other 
countries in convertible or usable currencies, there is one important 
difference between the bank and the proposed International De- 
velopment Association. The International Bank makes bankable 
loans, most of which are repayable in dollars, and the rest are to be 
serviced in major trading currencies. The International Develop- 
ment Association would be making loans most of which would be re- 
payable in the currency of the borrowing country. 

Just how this difference in the hardness of the assets held by the 
two institutions would affect the attitude of foreign countries toward 
capital subscriptions to the new institution is not entirely clear and 
would have to be determined by consultation. 

The second way in which it is proposed that the International De- | 
velopment Association augment the resources available for economic 
development is through the use of local currency which has accrued | 
from various United States programs. It is suggested that currencies 
accumulated by the United States could be used for economic develop- | 
ment programs through the proposed institution. I would like to 
examine this aspect of the proposal in a little more detail. 

Broadly speaking, the degree of success which might result from the 
proposal would involve, among other things, the answers to these 
questions: 

(1) Is local currency available in countries that might have capital 
goods available for export to other areas? 
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(2) If there are such holdings, would the countries permit their use 
for financing exports ¢ 

(3) Would they be willing to have the currencies turned over to an 
international agency for this purpose ? 

(4) Would financing through this agency within the country be 
favored by countries now receiving loans repayable in local currency 
from United States programs ? 

While the whole subject of local currency accumulations is extremely 
complex, it should be clearly understood that the United States does 
not have unilateral power of decision in these questions. Although 
the United States holds title to large sums in local currencies, these 
have been acquired only under specific agreements with foreign coun- 
tries that their use would be limited in various specific ways, and 
generally these limitations do not permit their use for financing 
exports. 

he reason is clear. Most of these currencies were acquired from 
the sale of surplus agricultural commodities of which the United 
States wished to dispose. In order to avoid a drain on their foreign- 
exchange resources, foreign countries are willing to buy our agri- 
cultural surpluses only if strict limitations are placed upon the use 
of the currencies which are paid into our accounts. We would have to 
determine the extent to which these countries would consent to divert- 
ing any substantial portion of these currencies from the financing of 
development in their own country to financing exports to other areas. 

In addition to this broad general limitatio, we do not in fact hold 
very large amounts of local currency in indus rial countries which are 
m a position to export the goods needed by the less-developed areas, 
A large part of the European currency is being used for United States 
governmental expenditures, and loan programs have been agreed for 
most of the remainder. By far the predominant part of the local cur- 
rencies held are the currencies of less-developed countries themselves. 
These currencies could be utilized within the country for loans and 
transferred to an international agency if the countries agreed to do so. 
However, funds snent within their own borders will not at once add 
to the country’s real resources, as do imports of capital and other 
goods from abroad. 

Even in less-developed areas, a large or preponderant part of the 
financing of economic development over a period of time has been and 
will be provided from internal savings within the country. And, over 
time, these savings effectively invested will add to the productive 
effort of the country. But they do not have the immediate effect of 
imports, and frequently advanced capital equipment can be procured 
onlv in a more industrialized country. 

The mobilization of large amounts of local currency under the 
Public Law 480 program does provide a fund of currency usable 
within the country which the foreign government might not other- 
wise easily obtain. Effectively used, and with due regard to the 
inflationary consequences of too large an outlay in addition to the 
already existing level of public expenditure and private inve-tment, 
this mobilized fund of currency can be a useful adjunct to internal 
development programs. 

But the immediate increase in real resources which comes from the 
Public Law 480 program is the delivery in the country of the agri- 
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cultural commodities themselves, which add to the food and raw 
material resources of the recipient country. 

The present program of the United States contemplates the use of 
most of these currencies for economic development within the country 
which originally acquired our agricultural surpluses. Loans are 
being made through United States agencies that are repayable in local 
currency on very favorable terms. a 

For example, the loans to the Brazilian Economic Development 
Bank for the financing of economic development in that country 
amount to about $150 million and are repayable in Brazilian currency 
over 40 years. : 

Frequently these loans, which are both made and repayable in local 
currency, can be used to facilitate the operations of the Export-Import 
Bank and the International Bank by providing for local currency 
expenditures which are related to the projects being financed by 
these institutions. 

Broadly speaking, the foreign currency holdings derived from 
the sale of agricultural surplus commodities under Public Law 480 
inay be used for : 

1, Country uses—where the currency is granted or loaned back to 
the country from which it was originally received. 

2. United States uses—which include meeting the general expendi- 
tures of our foreign missions and personnel and special programs such 
as educational and informational activities and the development of 
new agricultural markets. 

About 70 percent of the present holdings derived from Public 
Law 480 are destined for country use and the remaining 30 percent 
for United States use. Under the Cooley amendment, there will in 
the future be increasing amounts for private American investment 
which will reduce the percentages eandile for the other uses. 

Let us consider first those currencies which are to be loaned or 
granted to the country from which they are received. These uses are 
specified in the agreements which generated the currency and the 
foreign countries involved have in effect already secured our agree- 
ment that they will not be used for expenditures which do not have 
the specific approval of the foreign government. We would be re- 
quired by consultation to ascertain whether they would approve 
expenditures which would represent a claim on their resources for 
the benefit of another country. 

In fact, one of the specific uses provided for in Public Law 480 is 
the financing of goods purchased in one country for the use of another 
country. Only very small amounts of currencies generated under the 
program have to date been agreed upon for this purpose. 

In the case of the currencies which are, by agreement, for United 
States use, the situation may be somewhat different. Where the cur- 
rencies are available for use to meet the general obligations of the 
United States in its operations, the foreign exchange which these coun- 
tries would otherwise earn is reduced, since we save dollar expendi- 
tures by using these currencies. In this case the foreign countries 
might more readily agree to the transfer of currencies to an inter- 
national body, since they already expect to lose dollars through their 
use. In this situation, however, assuming the United States had ready 
use for the currencies, they represent an asset as valuable to the United 
States as are dollars. Consequently, transferring such usable cur- 
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rencies to the international body would cost us dollars, but would not 
necessarily give the international organization a convertible asset. _ 

There are in a few countries currencies for United States use which 
are in excess of our immediate requirements and will require many 
years to use. These countries might agree to use of the currencies by 
an international institution, but the usefulness of these currencies is 
limited because they are for the most part the currencies of less-devel- 
oped areas. 

A relatively new type of use is for loans through the Export-Import 
Bank to private American business to encourage investment abroad. 
This program was recently enacted by the Congress in the Cooley 
amendment. 

If these funds should be provided to the International Develop- 
ment Association, such funds could not be used to carry out this con- 
gressional intent, and ways would have to be examined to meet this 
objective. 

or the future, one of the principal sources of foreign currencies 
will be the repayments on loans made from currencies received under 
Public Law 480 and the mutual-security program. These will reach 
considerable magnitude during the middle and later 1960’s and con- 
tinue over the next 40 years. The loan agreements with the countries 
permit the repayments to be used for any expenditures or payments 
S the United States in the debtor country. Transfers into other cur- 
rencies or areas are, however, subject to mutual agreement from time 
to time, and we have agreed that whatever use the United States makes 
of the currency, we will take into consideration the economic position 
of the country concerned. 

Since these repayments are spread over many years in the future, it 
is impossible to predict what the economic position of the countries 
will be at the time of repayment or what other uses for the currencies 
the United States may find. 

The creation of any new institution will not by itself produce an 
new resources of capital for the less-developed areas of the free world. 
Making resources available means that the production of some nation 
must be tapped to provide real goods for the use of another nation. 
On the other hand, we must remember that mechanisms for the best 
atilization of capital resources approach being as important as the 
capital itself. 

As we explore what might be accomplished under the proposed 
International Development Association, we know from our earlier con- 
versations that the chairman would want us to face all of the problems 
realistically and to develop our thinking in terms of the important 
objectives. 

At the same time, I think we all agree that our national interest re- 
quires the capacity for bilateral financing. The Congress has ex- 

ressed its faith in bilateral loans payable in dollars through the 

xport-Import Bank. We must, in our judgment, continue to imple- 
ment the Development Loan Fund as a part of our national policy. 
And for this we need the appropriations which have been included in 
the President’s budget. Meanwhile, we shall be exploring and de- 
veloping the contributions that can be made through the proposed In- 
ternational Development Association. This should proceed with all 
reasonable diligence. 
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To make progress in the underdeveloped countries of the free world 
is going to require the best resources that can effectively be brought 
to ae from the United States and from other countries—and through 
the best utilization of our bankable resources, as well as the use of 
resources in other ways. 

In this statement I have listed many points for further considera- 
tion. I have done so because these points seem to involve questions 
that will require a good deal of study. There are a number of other 
areas suggested by the resolution which deserve exploration. We 
shall proceed with our further consideration of the proposal with 
diligence. 

Senator Monroney. Thank you very much, Mr. Secretary. 

I know you have another appointment at 11 o’clock, and I believe 
you have with you experts of your Department who could answer ques- 
tions from the committee. 

I appreciate very much the study and the encouragement that you 
have given this program. It has been very difficult to get a complete 
picture of the aavilability of local currencies and the conditions under 
which they are available, because of the variety of arrangements on 
agricultural surpluses under Public Law 480. : 

Is it not a fact that almost every one of these Public Law 480 deals 
has been made on different bases as to the reservations of these local 
currencies and restrictions as to the use to which they can be put ? 

Secretary ANpeRson. Yes. There is a great variation between them, 
Mr. Chairman. 

Mr. Coughran and Mr. Willis will be able to give this kind of detail 
to the committee. Of course, I know the committee understands 
that I shall be glad to come back at any time at the committee’s request 
to explore the matter further. 

Senator Monroney. The study of this multilateral use of local cur- 
rencies in an international banking operation would serve a very use- 
ful purpose if it does nothing more than show what assets we are 
accumulating in world currencies and for what ultimate use we might 
put them; is that not correct ? 

Secretary AnprRsON. Yes, sir. 

Senator Monroney. Fine. Thank you very much, Mr. Secretary, 
for your courtesy in coming. We are sorry to have delayed you so 
long, and we hope you can return. 

We will now proceed with Mr. Coughran. Would you state your 
name and title? 





Mr. Covenran. Tom B. Coughran, Assistant Secretary of the | 


Treasury for International Affairs. 

Senator Monroney. You also serve as deputy on the World Bank 
Board ? 

Mr. Covucnran. I serve as Executive Director on the World Bank 
and as Executive Director of the International Finance Corporation. 


Senator Monroney. In your capacity you are generally aware of 


‘the local counterpart currencies which have been generated under the 


Marshall plan, both the 5 to 10 percent that are reserved for our use | 


and also the 90 to 95 percent that are reserved for use in the country 
concerned, subject to our approval, for public works and economie 
improvement ; are you not? 
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Mr. Couauran. Senator, I must admit I am not very well informed 
on that. I have only been in my job about 4 months now, and I have 
not worked directly with local currencies at all. 

Senator Monroney. There will be some witness at a later time with 
whom we can explore the value of our inventories of local currencies, 
both the residue from the Marshall plan and Public Law 480; is that 
correct ? 

Mr. Covenran. Yes. We will be very happy to do our best in that 
regard. It is a difficult subject, I understand, to work with, but we 
will give you the best that we can develop. 

Senator Monroney. Generally, on our Public Law 480 program, 
could you give us the total amount of local currencies, both restricted 
and unrestricted, that have been generated ? 

Mr. Coveuran. Well, sir, we attempted to develop that figure be- 
fore coming up here. As of December 31, 1957, the figures that we 
have are, first, a figure of $1,767 million and then an additional figure 
of $484 million, which would give us a total of about $2.3 billion. 

Senator Busu. What is that figure? I am sorry. What does the 
$2 billion represent ? 

Mr. Covenran. That is the local currencies covered under Public 
Law 480—— 

Senator Busu. All over the world ? 

Mr. Coucuran. Yes, sir. 

Senator Monroney. Is that the total amount generated or the total 
amount uncommitted or unspent ? 

I am seeking first the total amount of Public Law 480 funds that 
have been generated. Then we will get to the amounts that have been 
“committed” and “utilized” and “earmarked” and “reserved” and “al- 
located” and everything else. 

Mr. Coucuran. That is the amount that will come in under agree- 
ments signed up through December 31, 1957. 

Senator Monroney. That is the total amount which will be received 
for all of the Public Law 480 agricultural sales up to and through 
December 31, 1957 ? 

Mr. Covenran. Yes. 

Senator Busu. Will the Senator yield there? 

Senator Monroney. Yes. 

Senator Busu. Is that just the Public Law 480 fund, or does it 
represent our total holdings of foreign currency ? 

Mr. Coveuran. This is only Public Law 480. 

Senator Monronry. We have received two tables prepared in the 
Treasury Department relating to local currencies received under Pub- 
lic Law 480, one entitled : “Transactions in Public Law 480 Accounts, 
Cumulative Through January 31, 1958,” the other entitled “Status 
of Funds Under Agreements Entered Into Pursuant to Title I, Pub- 
lic Law 480, Summarized by Program, Cumulative From Inception 
Through December 31, 1957.” These will be inserted in the appen- 
dix. (See appendix p. 246.) 

Can you give us the figure of availabilities of the portion of the 
Marshall plan local currencies that is remaining unspent? I dis- 
tinguish there between unspent and uncommitted. 

Mr. Covanran. Sir, you are referring to Marshall plan now, not 
Public Law 480? 
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Senator Monroney. Yes. That is, United States-controlled Mar- 
shall plan counterpart money and the MSA surplus commodity pro- 
grams local currencies remaining unspent. 

Mr. Covenran. The latest figures we have are as of June 30, 1957. 
They show $309 million from MSA programs under sections 402 and 
502 of the act, the surplus commodity programs, and $30,123,822 from 
the Marshall plan 5- and 10-percent counterpart. 

Senator Monroney. $309 million of the surplus agricultural com- 
modity funds and $30 million of the 5- and 10-percent counterpart. 
That is United States counterpart funds unspent as of June 30, 1957. 
Are there any commitments for the spending of that, such as the 
construction of embassies or consulates on which work is now pro- 
gressing but for which the funds have not yet been disbursed ? 

Mr. Covenran. We do not have this information, sir. That would 
have to come from State, ICA, Agriculture—— 

Senator Monroney. As far as you know, however, this is avail- 
able from the amount which was reserved for United States spend- 
ing. The very admirable and useful Fulbright fellowships and the 
other educational exchange is financed out of this United States 
counterpart money ; is it not? 

Mr. Couenran. That is my understanding. 

Senator Fursrient. It depends on each country. You cannot 
generalize on it. It can be used only in the particular country. In 
some countries we have no counterpart funds for this purpose, and 
in some they do have it. I do not think you can generalize about it. 

But that, I may say, takes an extremely small part. I would doubt 
if it took 1 percent of the total. 

Senator Monronry. Whatever the amount we certainly would not 
wish to interfere with this very valuable program in considering 
other use of United States counterpart funds abroad. 

Has there been any determination of the amount of unspent coun- 
terpart funds from the Marshall plan that still remain in the foreign 
countries from their 90 or 95 percent of that use? 

Mr. Covenran. Sir, I am not clear on your question. Would you 
be kind enough to restate it ? 

Senator Monroney. Under the Marshall plan we reserved 5 to 10 
percent of local counterpart funds for United States use. The re- 
maining 90. to 95 percent of the counterpart funds was left in these 
nations for reconstruction and development—rebuilding of war dam- 
age; establishment of essential utilities, railroads, bridges, and so 
forth. 

Mr. Coucuran. Yes. 


Senator Monroney. There was a vast amount of counterpart funds | 


generated. I am trying to ascertain what residue of these funds re- 
mains unspent—to determine the residual amount now remaining and 
not spent or not immediately programed for spending. 

Mr. Coucuran. Sir, I understand that State and ICA can provide 
those figures. Iam sorry we do not 

Senator Monroney. Is there any other program producing local 
currencies in any considerable amounts? I am not speaking of the 
British loans, or that type of program, but the sale of surplus military 
equipment for which local currencies could have been generated. 

Mr. Covenran. Nothing of any major consequence. 
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Senator Monroney. In other words, the two principal funds that 
have been generated which are under United States control would be 
the $2.3 billion of Public Law 480 funds and the three hundred odd 
million dollars remaining under the Marshall plan? 

Mr. Couauran. Yes, sir. 

Senator Monronry. Which would make it roughly $2.5 or $2.6 bil- 
lion, in total, of local currencies. 

Going back to Public Law 480, although each contract seems to vary 
in some degree, I am advised that as a rule of thumb roughly about 
50 percent of the funds from Public Law 480 sales is usually loaned 
back to these countries for local development. Is that not correct? 

Mr. Covcuran. About 70 percent. I think the general average is 
about 70 percent for country use and 30 percent for United States use. 

Senator Monroney. Do you have that tabulated country by country ? 

Mr. Couauran. I think we do. 

Senator Monroney. I would not ask you to read it but I would like 
to have it placed in the record if you do not have it with you. 

Senator Monroney. May I call your attention to page 7 of Presi- 
dent Eisenhower’s report on Public Law 480 transmitted to the Con- 
gress on February 4, 1958, the seventh semiannual report on activities 
carried on under Public Law 480, for the period from July 1 to De- 
cember 31, 1957; House Document 323, 85th Congress. This shows 
the total of sales agreements as of December 31, 1957, of $2,294,800,000. 
(See p. 135.) 

Mr. Coucuran. Yes. 

Senator Monroney. Then page 40 of the same report shows loans 
to foreign governments as 54.6 percent of the total. (See p. 110.) 

What is the difference between the 70 percent you estimate and 
the 54.6 percent that the President has estimated in his report to the 
Congress ? 

Mr. Coueuran. That is accounted for I think by grants and mutual 
defense arrangements. 

Senator Monroney. The chairman knows we had not asked for the 
specific figures or indicated the manner in which the committee would 
hike to have them broken down. I believe it would be far better for 
all and for the clarity of the record to not press at this time for the 
inventory and the status of these funds but to ask you to supply 
the figures for the record after careful study. 

I think in all fairness we certainly do not wish to have you up here 
to testify on the general idea of the proposed association and then 
ask you in 2 minutes to give us a full accounting of $2% billion 
worth of everything from Thai ticals to yen to pesetas to cruzeiros, 
because it is quite difficult. 

Mr. Coueuran. I appreciate that. 

Senator Monronry. The committee does not wish to put you in that 

sition. It is not our intention to reflect on your bookkeeping. It 
is the fact that you have not been given adequate notice. 

Senator Busn. Will the Senator yield? 

Senator Monroney. Yes, sir. 

Senator Busu. You very graciously suggested a little while ago that 
Mr. Hoffman might testify, and I believe he is ready to, and I would 
like very much to hear his testimony. 

Senator Monroney. I think that isa good suggestion. 

Senator Busu. We can come back to Mr. Coughran. 
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Senator Monronry. I know the other members of the committee 
will wish to do so. 

May I say that Mr. Hoffman at a great deal of personal incon- 
venience—having been in New York only Friday for a United Nations 
matter and with a commitment to speak in California on Sunday—re- 
turned by flying all night from Los Angeles to give us the benefit of 
his experiences as the first administrator of the great Marshall plan. 
I know the committee wants to hear him at this time. 

Senator Carenart. May I ask one question? When will Mr. Black, 
the head of the International Bank, and the directors of the Interna- 
tional Bank appear as witnesses on this? 

Senator Monroney. May I say that the committee and the staff are 
exploring this. It is a rather difficult if not impossible matter to call 
Mr. Black before a committee of the Congress of the United States in 
his capacity as President of the World Bank. 

If he should set a precedent of appearing in answer to our request, 
then any other member of the World Bank could also demand that he 
appear before their parliamentary committees and defend the action 
of the World Bank. 

We are hopeful that some modus operandi can be found by which 
Mr. Black can communicate to us his experiences and the possible need 
for such an operation as the International Development Association. 
It would be very valuable information because of his years of success- 
ful operation as president of the World Bank. 

Senator Capenart. Do I understand then that we, the largest stock- 
holder of the World Bank, the Congress, are prohibited from 
questioning the president of that bank or the directors ¢ 

Senator Monroney. Mr. Anderson, who has just appeared and will 
be available to the committee at a later date, is a governor of the 
World Bank. He is the United States representative in the interna- 
tional organization. He will be subject to full questioning. Mr. 
Coughran is the executive director of the American representation 
on the World Bank. They appear before the committee as our dele- 
gates to the World Bank, the same way as the distinguished Senator 
from Indiana is accountable to his constituency in Indiana but not 
accountable to the constituency in Oklahoma or in some other State. 

Senator Carenart. Do you mean to tell me in regard to the World 
Bank, a corporation, with stockholders, that the United States as the 
largest stockholder does not have the same rights that any stockholder 
might have of calling before it, and having appear, the President and 
the directors of the organization ? 

Senator Monroney. Article III of the World Bank bylaws pro- 
vides in section 2, dealings between members and the bank: 

Each member shall deal with the bank only through its treasury, central 
bank stabilization fund, or other similar fiscal agencies, and the bank shall deal 
with members only by or through the same agency. 

It seems to me that this is good international organization, and 
certainly the Banking and Currency Committee of the Senate does not 
wish to further complicate the operation of a very successful interna- 
tional financial institution. 

Senator Busu. Mr. Chairman, we can, of course, call our own 
representatives on. the bank. 

Senator Monroney. They will be available, and they have testified 
today. Both of our representatives are here today. 
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Senator Carenart. Did Mr. Black refuse to appear, or did you 
ask him ? 

Senator Monroney. I did not ask Mr. Black to appear. I am 
aware of the situation and do not wish to embarrass Mr. Black or the 
United States. 

Senator CareHarr. You are advocating 

Senator Monroney. I do not wish to establish a precedent by which 
all the other 60 nations could have Mr. Black traveling around ap- 
pearing before any parliamentary committee that may choose to sum- 
mon him as a witness. 

Senator CareHart. What would be wrong with that? He is the 
President of the World Bank owned by 54 countries, and why should 
he not go before the 54 countries and explain his stewardship? I am 
not saying it is not good. I think it has been excellent. But I am 
just asking that question. 

Why do we have an organization that is immune from the Congress 
of the United States and the Parliaments of the other countries that 
own this bank? 

Senator Monroney. If I should own 5 percent of the stock of the 
Riggs National Bank and if I were domiciled in Oklahoma, I would 
not expect Mr. Bob Fleming to come out in answer to my summons. 
Neither, I think, should he answer the summons of any of the stock- 
holders of the bank to appear in Maine or in California or in the 
State of Washington or in Arizona. 

I think it would be a very bad precedent in private industry or 
in international finance. 

Certainly I do not think that the valuable services of Mr. Black 
would be enhanced by making him a traveling witness who would be 
appearing constantly before every parliamentary committee in the 
worldwide membership of the World Bank. 

Senator Carenarr. Let me ask you this in respect to what you are 
suggesting here. I am not saying it does not have merit. I think it 
does and I think we ought to explore it. I think we ought to give 
a lot of thought to it, a lot of consideration. Would we not have to 
have some sort of an organization to meet with other nations of the 
world, as did the International Bank and Monetary Fund prior to 
their organization, before we can set up such an organization as you 
talk about here? 

Senator Monroney. I would say that the passage of the resolution 
which the committee is now considering would inform our repre- 
sentative to the World Bank of our willingness to participate in such 
& new organization as is proposed. The United States being the larg- 
est stockholder in the World Bank, that communication to the Direc- 
tors through our Director would be carefully considered. I believe 
that the Bord of Directors of the World Bank would be the logical 
forum to consider the wisdom of establishing such a sister organization. 

We have just had the testimony of the Secretary of the Treasury 
that he feels that the International Development Association which 
the resolution proposes should be an affiliate of the World Bank. 

We have had the recommendation of our own governor on the 
World Bank that this should be set up as an affiliate. We have the 
modus operandi for this to be established around the framework of 
; Serbfially considered corporate structure to make it workable and 
asting. 
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I would like to ask that we hear Mr. Paul Hoffman, who has come 
here at such a 

Senator Capenarr. Then your answer is that Mr. Black will not 
appear before this committee in respect to this matter ? 

Senator Monroney. I am sure he will not appear in person. I[ 
hope we will find some means by which his ideas may be expressed 
without the necessity of him being present in person and thereby 
establishing an undesirable precedent. 

Senator CareHart. You consider that a great free-world demo- 
cratic way of doing things? 

Senator Monroney. | think it is a practical way, and the demo- 
—— world must be practical if we expect to do business in these 
fields. 

Mr. Hoffman, we welcome you. We are grateful for the personal 
sacrifice that you made in interrupting a most busy schedule to fly 
back and forth across the country in a matter of 2 days and flying 
all night to be here. I would like to begin by commending you on 
the tremendous task that you accomplished in establishing ECA 
and making it work. I have heard it said that no law is so good 
that good administration will not improve it and no law is so bad 
that good administration will not make it work. You certainly made 
the Marshall plan work. The existence of viable, industrial countries 
sprung from the rubble of the battlefields of World War IT is living 
proof of your great service to the United States, to the world, and 
to the cause of peace. 

You may proceed in your own way, Mr. Hoffman. 





STATEMENT OF PAUL G. HOFFMAN, FORMER ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION 


Mr. Horrman. Thank you, Mr. Chairman. 

Senator Busu. Do we have copies of his statement ? 

Senator Monroney. Mr. Hoffman arrived this morning after flying 
allnight. He has dictated a portion of his statement. 

Mr. Horrman. In the first place I would like to say it is an honor 
and privilege to appear before this committee, and I only wish that 
I had the time to put this statement through 10 drafts, because that 
is what should be done to make certain that is a statement worthy of 
the committee. But unfortunately this had to be done in a very short 
time, and if you accept it as a first draft, subject to many improve- 
ments, I will proceed. 

The proposal set forth in the resolution offered by Senator Mon- 
roney for the establishment of an International Development Asso- 
ciation merits, in my opinion, immediate and exhaustive study. A 
multination lending institution has many advantages over a single 
nation institution, a fact which has been made evident by the emi- 
nently successful record of the International Bank for Reconstruc- 
tion and Development (the World Bank). 

Before discussing Senator Monroney’s proposal in detail, I should 
like to address myself to the broader question of why we should 
extend economic aid to foreign nations at all. May I say that it has 
always been my view that we should not send a dime abroad unless it 
is clearly in the American interest to do so. Furthermore, I do not 


5 ET EEE ITO LS ES O° a 


SoAS 


. 








mne 


not 


sed 
eby 


no- 


no- 
1ese 


nal 
fly 
ing 
on 


CA 
bad 


ade 
ries 


ing 
an 


10rt 
ove- 


[on- 
Sso- 


ngle 
2mi- 
ruc- 


yald 
ould 


ss it 
not 


Pein 


ae 


ge PIRES SI 


Re peat 


INTERNATIONAL DEVELOPMENT ASSOCIATION 69 


believe that friendships can be bought with dollars; nor do I be- 
lieve that mixing political goals with economic goals makes good 
sense. Attempts to promote noneconomic goals through economic aid 
arouses angry cries about strings and spreads unreasoning suspicion 
of all our aid programs, even when there are no strings at all. 

The economic aid program now under consideration by the Con- 
gress is almost wholly limited to aid the underedeveloped, or shall 
we say the developing nations. We have a perfect right to ask our- 
selves whether the fate of these nations if of great consequence to us; 
whether it is in the American interest to offer them aid. 

The basic principle of foreign aid—to new and old nations alike— 
is that such aid has no chance for lasting success unless its purpose is 
one which the countries themselves can whalthsartndiy share—namely, 
to strengthen each of them so that it will be genuinely independent, 
independent of America as well as of Russia. A program with any 
narrower goal would be bad politics, bad psychology, and bad morals, 
and would fail even if it were good economics. 

Of the 900 million people living in the underdeveloped areas, some 
775 million live in 21 nations which have won their independence 
during or since World War II. These nations face problems which, 
although ‘different from the problems our new nation faced in 1787, 
are every bit as acute and overwhelming. In most of them poverty, 
illiteracy, and disease, patiently borne and taken more or less for 
granted, have been the lot of the vast majority of their people for 
centuries. But today these long-slumbering millions are awake. 
They are demanding, in addition to the freedom they have attained, 
more food, better health services, and a chance to learn how to read 
and write. 

These goals, reasonable as they seem, are difficult of attainment 
because in practically all of these countries the supply of trained 
administrators, civil servants, engineers, teachers, and doctors is pain- 
fully limited. So is the supply of capital, because income per capita 
is at so low a level that savings are well-nigh impossible. The best 
estimate of the per capita income of underdeveloped countries is about 
oe a year, as compared with approximately $2,200 in the United 

tates. 

It is possible that some of these new nations, with all their problems, 
can survive as sovereign, democratic states through their own efforts, 
but for most of them outside help is essential. 

You are well aware, Mr. Chairman, that the question as to whether 
America is justified in extending aid to these developing nations has 
been studied by many organizations outside our Government as well 
as by the governmental departments most directly involved. It is 
the almost unanimous view of all those who examined this problem 
that what happens to these new nations is of great importance to us. 

To begin with, our own dynamic economy has made us dependent 
on the outside world for many critical raw materials. ‘Three-fourths 
of the strategic goods we are stockpiling for military purposes come 
from underdeveloped areas, including many in Asia. Asia supplies 
five-sixths of the world’s natural rubber and half of its tin. Under- 
developed countries sell us substantial quantities of chrome, lead, zinc, 
copper, and bauxite. Recent events in the Middle Kast have again 
reminded us that the Oil Belt of the world runs through the under- 
developed areas, 
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Moreover, the underdeveloped countries offer the largest potential 
consumer’s market in the world. They are ne. twice as much 
on our goods as they did at the end of World War II and five times 
as much as in 1938. As they develop, so will their purchasing power 
and our exports. é 

Finally, our political and strategic interest in these areas is of even 
more vital concern. If these countries are forced to rely on the Soviet 
Union for aid and are gradually sucked into the role of satellites, we 
face all the dangers inherent in a shrinking free world. 

Assuming for a moment that the experts are right and that what 
happens to these developing nations is important to us, we still have 
not only the right but also the need to examine the matter of cost. 
Something less than a billion dollars is requested in the mutual aid 
bill for economic aid. Of this amount, $625 million is in the Develop- 
ment Fund. A billion dollars is a great deal of money, but let’s com- 
pare it for a moment with the $44 billion requested for military 
expenditures. This huge military expenditure is necessary as a shield 
to deter aggression, but what it really buys is time—time in which to 
work constructively for peace. 

The billion dollars scheduled for the economic-aid program is not 
necessarily the net cost. It is reasonable to assume that a high per- 
centage of the loans made from the Development Fund will be repaid. 
Even more importantly, indirect benefits will flow from this expendi- 
ture. As I stated earlier, trade with the developing countries is 
already substantially higher than it was a decade ago and is certain 
to go even higher as these countries become more prosperous. Most 
importantly, if these new nations succeed in becoming strong and 
independent, it will have a direct impact on the cost at eer defense. 
In fact, it is not unreasonable to believe that savings from this source 
will be several times the amount of the expenditure. 

My emphasis on the possible savings in the defense costs through 
investment in the future of developing nations stems from our expe- 
rience with the Marshall program. Prior to the inauguration of the 
Marshall program, there was almost unanimous agreement that West- 
ern Europe would be dominated by Russia. As a matter of fact, Mr. 
Stalin felt confident he would have Western Europe under his thumb 
by the end of 1949. He had reason for this confidence, because France 
and Italy were both in the gravest danger of going Communist in 1948. 

Senator Busu. He expected that to take place simply as a result of 
the economic lapse. 

Mr. Horrman. As you know, in 1947 there was almost complete 
chaos in Europe, and communism feeds on chaos. I think we became 
aware of the fact that what the Russian leaders wanted in Europe was 
chaos when they walked out of that first meeting called by Prime 
Minister Bevin of England to discuss the Marshall program. When 
Molotov walked out of that meeting he served notice on the world that 
Russia did not want recovery of Western Europe but wanted con- 
tinuation of chaos. 

The total cost of the Marshall program, which was originally esti- 
mated at $17 billion, was $13 billion. With that aid the people of the 
European nations—I want to make it clear, it is the peoples of the 
an nations who brought about this recovery, not us—working 
together as they had never worked together before, were able to bring 
about a miraculous recovery. Industrial production, which was 25 
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percent below 1938, at the end of the 4 years of the Marshall plan 
was 40 percent above 1938. Agricultural production, which similarly 
was 25 percent below, was 20 percent above. As a consequence, the 
march of communism westward was brought to a complete stop. 
Here is the point: If the Kremlin had been successful in establishing 
its domination over Western Europe, the problem of defense against 
Russian aggression, which has been tough enough as it is, would have 
been even more difficult. And according to military experts, our an- 
nual costs would have been $10 billion a year higher. That means 
that over the last 9 years we would have had to spend $90 billion 
more than we have spent for defense. The Marshall plan, although 
it cost us $13 billion, has saved us more than the total cost of all the 
foreign aid that we have extended since the end of World War ILI. 

Above and beyond the monetary advantages that might accrue to us 
through an investment in the future of the developing nations 1s the 
impact of our aid program on the prospects for peace. We are now 
engaged in the most terrifying arms race the world has ever known. 
The total military expenditures of the nations of the world will, in 
this year of 1958, exceed $100 billion. ‘Ten million men in the stand- 
ing armies of the world are on the alert. If this so-called cold war 
continues and intensifies, if the costs for arms go higher and higher, 
as they will, unless we can make a move toward peace, and quickly, 
the world may face a holocaust. 

May I say that I have never felt that the world was in a more seri- 
ous situation than it is at this particular moment. No one ever won 
an arms race. I fully believe we have to make these expenditures. 
In the name of heaven, let’s use the time we buy for construction 
purposes. 

We all know that the underlying reason for the tensions in the 
world is the determination of the Russian leadership to force commu- 
nism on all nations, whether they want it or not. Until the Russians 
shift from their present aggressive policy to one of live and let live, 
the prospects for any relief from the tensions are not bright. I be- 
lieve that we can move toward peace in this year provided full advan- 
tage is taken of many pressures that can be brought upon the Russian 
leadership for a change of policy. The leaders are under some pres- 
sure from the people in Russia. 

One of the most interesting statements I have ever had made to me 
was made by Mendes France about 3 years ago when he said: 

The most interesting question in the world is whether it is possible to operate 
a modern industrial state under a tyranny, because you can’t operate a modern 
industrial state without a middle group of well-educated people, of managers, 
technicians, teachers, scientists, and people of that kind cannot be pushed around 
the way soldiers and serfs can be pushed around. 

Senator Busn. Unfortunately, they are developing quite a group 
of scientists and teachers. 

Mr. Horrman. According to the testimony I have heard, they are 
more reasonable to talk to than are the political leaders of Russia. 
There is a vast difference. 

They are also under pressure from certain of the leaders in the 
satellite countries. And if we can add to those pressures, pressure 
from the heads of the developing nations, perhaps we can in the not 
too distant future enter into negotiations with the Russian leaders 
which will produce something more than propaganda. 
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In other words, I think there is a time when every pressure we can 
bring to bear to soften the Russian leaders to where they will seriously 
qe teen for peace should be used. 

nator CapeHart. May I ask a question ? 

Mr. Horrman. Yes, sir. 

Senator Capenart. Do you have any suggestions as to what those 
pressures might be? 

Mr. Horrman. May I come back to that, Senator, afterward ? 

Senator Carenart. Certainly. 

Mr. Horrman. It would, in my opinion, be utterly tragic if we 
defaulted on our leadership of the free world and failed to do all that 
we can do to bring about the closest accord between the more advanced 
nations of the Western World and the developing nations. That 
means, in my opinion, that priority should be given to the passage 
of the mutual aid bill and in particular its economic provisions. As 
long as we must spend billions for bombs, let us be willing to spend 
a few pennies for peace. 

It would, in my opinion, be equally tragic if the Congress failed to 
act promptly upon Senator Monroney’s exciting proposal. It offers 
the hope of an aid program that can be setenlty haste upon the prin- 
ciples that should govern an aid program. Furthermore, it promises 
that costs of world development will be brought down to the lowest 
possible figure. That can only come through a multilateral banking 
Fea 

he advantages that lie in a multilateral approach are well illus- 
trated by the United Nations Technical Assistance Program. The 
United States has been contributing $15 million per year to that pro- 
gram. Something more than $15 million is contributed by other coun- 
tries, making $30 million in all. The recipient nations supply local 
materials and labor to the extent of some $60 million. So our $15 
million contribution starts a chain reaction tha tbuilds up to $90 million 
worth of technical assistance. If we insisted on administering the 
expenditure of that $15 million on a bilateral basis, I question whether 
it could possibly produce over $30 million worth of technical assistance. 

Let me say that I believe that there are many instances in which we 
must continue the bilateral programs, but there is a great advantage in 
the multilateral approach. 

The International Development Association offers similar oppor- 
tunities to provide the leadership that will bring in participation by 
other nations. It would also assure sound, businesslike procedures 
because of the close working arrangement proposed for the new Inter- 
national Development Association and the World Bank. The World 
Bank has acquired a great deal of know-how about administering aid 
funds and a great deal of knowledge about many of the countries to 
which aid is being extended. In addition, this close working arrange- 
ment would assure that there would be no competition between soft 
and hard loans. 

One of the most compelling reasons for the establishment of the 
International Development Association lies in the fact that it would 
provide the mechanism for the use of counterpart funds to assure not 
only local development, but also a speeding up of trade among the 
nations. I recall very vividly a problem we were faced with in the 
administration of the Marshall plan program in Europe. Trade 
among the European nations had been reduced to a trickle prior to 
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1948 due to various and sundry restrictions to trade, but also due to 
the fact that no mechanism was provided to encourage the use of local 
currencies in such trade. 

It is an interesting and historical fact that trade among the nations 
of Europe in 1948 was at a lower figure than it was in 1890, because 
of these various reasons. 

Under the Marshall program the European Payments Union was set 
up with some $300 million of hard currency as a base, but with pro- 
vision for making use of the various soft currencies of Europe. The 
result was a quick doubling of trade among European nations and a 
consequent reduction in the cost of the Marshall plan. My guess is 
that we might have saved as much as $2 billion as a result of the mutual 
aid that came from providing the mechanism for the use of these 
currencies. 

Another great advantage lies in the establishment of the Inter- 
national Development Asssociation. It would make possible the 
financing of projects which extend over a number of years. Economic 
development is essentially long-range in character. Many projects, 
such as programs for the development and use of water, will cover the 
span of as much as 10 years. It is impossible to administer a program 
intelligently on a year-to-year basis, particularly when appropriations 
depend upon the attitude of a particular Congress. Further, there 
is inevitable waste when you try to do too much too fast. Referring 
again to the European recovery program, it would have been impos- 
sible to develop sensible plans if we had not had assurance of support 
over a 4-year period. 

In conclusion, in this crucial year of 1958, it is in my opinion 
essential that the United States exercise a strong leadership of the free 
world. That calls for the passage of the mutual aid bill, extension of 
reciprocal trade agreements, and the establishment of ITO as speedily 
as possible. But it also means that we must apply imagination and 
the hardest business sense in the exercise of that leadership. We must 
adjust our programs to the changing times. That—and I am repeat- 
ing—is why I urge an immediate and exhaustive study of Senator 
Monroney’s proposal. 

Thank you. 

Senator Monroney. Thank you very much for’ that splendid and 
factual presentation, based on your long experience with the program 
similar to the proposal before us. 

I would like to yield to Senator Capehart and Senator Bush. 

Senator Busu. If you will excuse me, I have to leave. I will yield 
to Senator Capehart. I want to excuse myself but I would like to 
join in welcoming Mr. Hoffman and express my appreciation for his 
coming down here, inconveniencing himself no doubt considerably to 
do so. I would also like to compliment him on his very fine state- 
ment. I am sorry that I can’t remain to join in listening to the Sen- 
ators’ questions. Certainly no witness we will l.ave will speak with 
more competence on this than Mr. Hoffman. 

Mr. Horrman. Thank you very much. 

Senator Monronry. Senator Capehart ? 

Senator Carenart. I want to say that Mr. If{offman did an excel- 
lent job of administering the Marshall plan. 
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We are happy to have you this morning. You have certainly had 
a lot of experience in the matter we are discussing. There are a few 
questions I would like to have cleared up in my own mind. Maybe 
you can help us. Fi}, 

One is, what is the difference between this organization and the 
present World Bank? 

Mr. Horrman. I think that can be quite readily answered. The 
present World Bank has two organizations: The original World Bank 
and the International Finance Corporation. The World Bank, of 
course, has to restrict itself to “bankable” loans. It can issue first 
mortgages. It cannot issued second mortgages. I think that is the 
easiest way to explain it. 

The International Finance Corporation has the purpose of advanc- 
ing money to private corporations. I think in time that will become 
increasingly important. I think the need right now is in use of sec- 
ond mortgages to speed up investment. In other words, I think that 
we all want to get away from grants as soon as possible. They are 
not good for us, and not good for the people who receive them. 

Senator Carenart. Is it your understanding that this fund would 
be used 100 percent for loans? 

Mr. Horrman. I would assume that this fund would be, yes. I 
think that there are situations in which we still will have to use 

rants. 

: Senator Capenart. In other words, this particular fund would 
loan all this money, it would never make a grant ? 

Mr. Horrman. That is correct. 

Senator Carenart. This particular fund? 

Mr. Horrman. Yes, sir. 

Senator Capenart. Then the purpose of this, as you see it, would 
be purely for the purpose of permitting the World Bank to make 
soft loans ? 

Mr. Horrman. The World Bank cannot make soft loans. It will 
be for the purpose of setting up an institution which would be asso- 
ciated or affiliated with the World Bank which could make soft loans. 

Senator CareHart. Would your recommendation be that the same 
directors and officers that now run the World Bank run this? 

Mr. Horrman. I question whether Mr. Black would want that. I 
question it. I don’t know. It is this kind of a question that should 
be answered by the experts. Not by me, but by the World Bank. 
The thing that is essential is that there be the closest possible work- 
ing arrangement. Just how close that can be I wouldn’t be prepared 
to say. 

Senator Carrenart. Is there anything that this new fund, this new 
organization, can do that the Development Loan Fund we set up last 
year could not do? 

Mr. Horrman. You are thinking of the International Finance Cor- 
poration ? 

Senator Carenarr. The Development Loan Fund that Congress 
set up. 

Senator Monroney. That is the State Department bank that we 
set up last year. 

Mr. Horrman. No. I want to make this clear. I think that it is 
essential that until this new proposal of Senator Monroney’s be ex- 
amined and studied, and angles worked out, that we must leave with 
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the State Department its $300 million and give them the additional 
$625 million. In time, if this proposal were ready for presentation 
to Congress next year or the year after, whenever it is 

Senator Carenart. The administration asked for a billion dollars 
in this loan fund. We asked that it be for a 3- or 5-year period and 
that was cut down by the Congress, I think, to 1 year. 

Is it your understanding that this new organization would be oper- 
ated by and under the supervision of the World Bank to make soft 
loans or second-mortgage loans, as you put it, that it would be doing 
exactly the same thing then which this Development Loan Fund we 
set up is supposed to do? 

r. Horrman. Yes; I think that is a very clear statement of it. 
My belief is that the new International Development Association 
could make those loans without getting itself involved in political 
considerations. 

Senator Monroney. Could I clarify the record at this = ? 

The Development Loan Fund, the State Department bank, as I call 
it, is making loans on almost the same terms as the World Bank. They 
do not use any degree of local currencies. Their terms are not 40 
years, nor 2 percent. They are generally parallel to the terms and 
only slightly below the interest rate now charged by the World Bank. 
We have no international participation in the State Department bank. 
It is all unilateral. The capital must come from year to year from 
congressional appropriations, a method which, as Mr. Hoffman has 
just explained in his statement, leaves the borrowing countries uncer- 
tain as to the continuation of availability of funds, and the admin- 
istrator of the program uncertain as to whether he is going to be in 
business from 1 year to the next. 

I thought he indicated that continuity was one of the most impor- 
tant aspects of the program, based on his experience. 

Senator Carpenart. Why should this money be loaned on a second 
mortgage at a lesser interest rate than money would be loaned on a 
first mortgage ? 

Mr. Horrman. Strictly from a business standpoint I should say 
it shouldn’t. However, I think that there are reasons why the interest 
rate should be low. In other words, these new countries could not pay 
the higher interest rate. 

Senator Carenart. I am trying to work out the mechanics of it. 
How would you go about deciding who would get, say, a 5 percent 
loan or a 2 percent loan ? 

Mr. Horrman. Nobody would get a 2 percent loan who could qualify 
for the 5 percent loan. 

Senator Capenart. Who would be the judge? 

Mr. Horrman. The World Bank. In other words, any project that 
the World Bank will finance of and by itself 

Senator CarrHarr. Would it be better to give them longer terms 
and let them all pay the same interest rate and let the holders of the 
so-called soft or second mortgages have 10 years longer in which to 
pay, but have them all pay the same rate of interest ? 

Mr. Horrman. Again, I know there are people better qualified ta 
answer that question than I am. 

Senator Capenart. That is one of the mechanics of this. 
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Mr. Horrman. My guess is that if you go into this—this particular 
type of second-mortgage loan—you want to keep the World Bank 
ew a banking institution, This has got to to be a second-mortgage 

ank. 

Senator Capenarr. I am really bringing up what will be brought 
up on the floor of the Senate and in this committee. Why not affiliate 
with the World Bank? I think it is bad to ask a man here to make 
a first mortgage loan or good loan and another one over here to make 
a second mortgage or soft loan. 

Mr. Horrman. I think perhaps the best answer is that all these 
fears that you are expressing are legitimate and were expressed with 
reference to Marshall plan loans. We loaned at a lower rate of 
interest and for a longer period of time than any lending institution 
could loan at that time and meet the proper criteria. It happens these 
loans turned out very well, much better than anyone had anticipated, 
because of the recovery in Europe. We would not even discuss a loan 
with a country if they could get the money from the World Bank or 
the Export-Import Bank, or any bank. 

Senator Carenart. I bring this up purely as a practical matter. It 
has been suggested that we enter a new lending association. We now 
have the World Bank, the International Finance Corporation, the 
Export-Import Bank, and the Development Loan Fund, and we have 
a fund from which the President can make loans, as you know, 

The question is, Do we need another? And if so, what is the best 
way to set it up and get results ? 

1, for one, would be more friendly to this idea—and I am not un- 
friendly to it, but I do have an open mind on it—I would be more 
friendly to it if the interest rate were going to be the same. I don’t 
know why, if I am a good credit risk, I should be charged more to 
make a loan than if I were a bad credit risk. 

Mr. Horrman. I see the point very clearly. I think that the ques- 
tion is what can we charge and still get the business, as it were. In 
other words, I don’t suggest competition on this. I do suggest that 
the underdeveloped countries, for the reasons I have given, are of 
great importance. It is of great importance that we do not default 
to Russia. 

Senator Monroney. Could I interject ? 

Senator CareHart. Let me ask one more question. 

It would take at least 2 years, would it not, to amend the charter 
of the World Bank or set up a new international lending association 
I mean by that to get it through all the legislatures—I think it is 
54 countries, or 64— it is one or the other. 

Mr. Horrman. It is a large number of countries. 

Senator Carenart. It would take at least 2 years to set this organi- 
zation up? 

Mr. Horrman. Senator Monroney thinks it will take a shorter time 
than that. I don’t know. 

Senator Carenart. Wouldn’t we have to first have a meeting of 
the finance ministers and treasurers of all the countries?) They would 
have to agree and set up what amounts to a sort of treaty, and then 
take it back to their parliaments and have them agree to it and have 
them appropriate their respective amounts of money to put in this 
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Mr. Horrman. I think it might take 2 years. It might be done in 
a shorter time, I don’t know. 

Senator Carenart. If we are going to do it, let’s hope that we can 
do it in less time. But it will take at least 2 years, I would think. 

Mr. Horrman. I would like to stress one point here because I may 
be mistaken. But I see an absolute parallel between the teehnical as- 
sistance program on a multilateral basis and this second-mortgage 
lending institution. If it is multilateral, you get the support of other 
countries automatically. 

Senator CaPeHart. Do you? 

Mr. Horrman. Yes, you do. Otherwise you don’t get as much as 
you should. 

Senator CareHart. We don’t know how much money they might 

ut in. 
r Mr. Horrman. No. But nevertheless I don’t think it is possible to 
get proportionate figures, because you have some underdeveloped 
countries. 

Senator CareHart. I am sure we would be putting in a larger 
amount than any. 

Mr. Horrman. My guess is that our experience with the United Na- 
tions technical assistance program would furnish some guide. 

The thing that I learned, administering the technical assistance 

rogram under the Marshall plan, was this: You are in a very weak 
leagaining position when you bargain bilaterally. In other words, 
when you start putting in conditions that the local country has to put 
up so much in the way of local labor and local materials, they pull 
back and say that, after all, they are doing this partly because they 
want to ally themselves with us, and we ought to be more appreciative. 
But the minute the U. N. goes out to discuss a technical assistance 
program, they have the perfect answer to such a position. 

The U. N. can say that there are some 82 nations involved and of 
course we have to treat everyone alike ; and therefore this is what you 
have to do. So their bargaining position is strong. In other words, 
I think this is a practical way to bring about better participation. 

Senator Carrnart. Is it your thought that this money would be 
loaned to private enterprise in the respective countries? 

Mr. Horrman..No. I think that we have all the funds we need 
for that for the International Finance Corporation. 

Senator Carenart. This would be loaned to nations? 

Mr. Horrman. It would be loaned to nations, and it would be in 
connection with, I would say, first-mortgage loans by the World 
Bank. I can’t give you a full list, but at one time I could have given 
you a list of a half-dozen projects of great importance in the world, 
which were good, we will say, for a first mortgage of $25 million or 
$30 million, but involved a cost of $100 million. Perhaps you could 
raise $35 or $40 million locally but you had to have a second mort- 
gage and you couldn’t get it. There is no place you can get that 
second mortgage today, except through the State Department. All 
the difficulties attendant upon buying a bilateral assistance program 
apply to running a second mortgage within a political institution. 

Senator Carenart. I don’t know whether it is right or wrong. I 


stated it to you as a factor. A second mortgage generally carries a 


higher interest rate than a first. 
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Mr. Horrman. I agree. I am for getting as high an interest rate 
as wecan. But the important thing is development. 

Senator Monroney. Isn’t the important thing what kind of com- 
petition you have on the world front? If Russia is making available 
100 percent loans for 40 years at 1 percent or a half percent, and our 
rate is 4 or 5 or 6 percent, international or domestic, we are losing the 
cold war on the economic front. 

I think that is :lso a matter which we must consider in our future 
lending programs. We can’t get more than the market if we ex- 
pect to be a competitor in world development. 

Senator CareHart. May I say—and I say it in the kindest spirit— 
aren’t we losing the cold war and losing this battle, likewise, if we 
completely wreck the private enterprise system, the capitalistic sys- 
tem, by adopting the same kind of methods they do in trying to coun- 
teract them? Aren't we going to have to sometime say this is the 
better of the two systems and we are going to make it work, and make 
it work on a practical basis, and we are not going to adopt your 
methods ? 

Mr. Horrman. Senator, you may remember that during the Mar- 
shall plan days, one of the questions that was most frequently asked of 
us was whether, by extending aid to socialist countries in Europe, we 
were not encouraging the trend to socialism. 

My reply was that I didn’t know, but I thought that if Western 
Europe became more prosperous, that the people would become once 
more rugged individualists, and that is what happened. In other 
words, the trend, I think, as a result of the Marshall plan, was defi- 
nitely to the right and away from the left. 

I think, as these countries become more prosperous you will see 
the private sector of their economy growing in importance. I hap- 
pen to think that the thing that 1s wrong with communism is that 
it is “agin human nature.” 

Senator Carenart. I was in Russia last fall. We have heard the 
argument that if we don’t do certain things that we will go com- 
munistic. If they do, it is because they don’t understand commu- 
nism. Nobody who understands communism and knows what the 
people over there know, the conditions under which they live, would 
ever want to go communistic regardless of his standard of living. 
They only do it because of ignorance. 

I am trying in my own mind to figure out some way in which we can 

t over to the peoples of the world—not the people under Russian 

omination, but the others—that the one thing they don’t want above 
any other one thing is to go communistic. because they will be worse off. 
In other words, if they go communistic they go down, not up. 

Mr. Horrman. That’s right. 

Senator Carenart. That is why it seems to me the time is critical. 
We should be maintaining the capitalistic or private-enterprise 
system, and not breaking it down. As you know, I am a great sup- 
porter of the ett Bank and the World Bank likewise. [ 
am also a great believer that business makes trade and trade makes 
business. I know you cannot ask the other fellow to buy from you 
unless you sell to him. I understand those things thoroughly, and so 
do you. Nobody understands them better than you. But the thing 
that concerns and worries me is that we may, in the end, if we are not 
careful, adopt the very policies that will throw us into the kind of 
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overnment that Russia has, where the government owns everything 
and operates everything. They make loans at 1 percent and do not 
care if they get any interest. That is my concern. 

Mr. Horrman. I think possibly the danger is oversimplified, yet 
one of the principal factors that will keep the world free—and if the 
world stays free, free enterprise has to be a part of it; in my opinion, 
the two go together—is to make certain that there is progress toward 
better living standards in these countries. 

Senator Carenart. What I dislike most about the bill is that you 
are going to lend money at 2 percent to a fellow who is a bad credit 
risk and to a man who is a good credit risk you will charge 5. I think 
it is opposed to the capitalistic system and private enterprise. 

Mr. Horrman. It would seem so. What we are trying to do is shift 
from grants to soft loans. I think we are facing this problem, and 
that is—— ; 

Senator Carenart. Thank you very much. As you know, I was 
very helpful in setting up the Development Loan Fund. 

Mr. Horrman. You certainly were. I hope you will be just as 
helpful here. 

Senator Carenart. I always like the fellow who has a lot of ideas. 

Senator Monroney hasan idea. I am not convinced yet that it is a 
hundred percent sound or workable. 

Mr. Horrman. I donot think anybody could be. 

Senator Monroney. I am not so sure myself. 

Senator Caprnart. I always love the fellow who has ideas. 

Senator Monroney. One of the purposes of this inquiry is to find 
out why this will not work. We have to explore it and put it under 
X-ray. 

Ridetor Capenart. We are doing that. I think a good job will be 
done. I think it will take at least 2 years to activate even if it is a 
good thing todo. It may take a couple of years. 

Senator Monroney. Senator Capehart, I think, has raised a very 
important question, and one that we certainly will have to answer 
before we take this resolution to the floor, and which we must be 
prepared to answer there. That is, why can we loan at a lesser inter- 
est rate on longer terms on this second-mortgage operation? 
Mr. Hoffman I think touched on it. It is a question of either giving 
enough money in grants to make loans for the balance bankable, or 
in making soft loans. 

There are precedents in the case of public works which have a long- 
term pay out. In our construction of hydroelectric and irrigation 
dams, the financing of the hydroelectric part of the dam has a short- 
term pay out because you have a firm, ready market for electricity. On 
the irrigation, because the market is slow in developing, you have a 
50-year pay out at a lower interest rate. That is a position we have 
adopted here in our own public works development. 

Senator Carenart. Will you yield? 

Senator MonrRoney. Yes. 

Senator Carenart. J do not agree with you at all. 

Senator Monronery. We built the West, and we have Grand Coulee, 
Bonneville, and Boulder Dams. That one was built by Mr. Hoover— 


certainly not in a wild New Deal approach. oat 
Senator Carenart, I do not know whether it is Hoover or not. 
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Senator Monroney. They call it Hoover Dam. 

Senator Capenanrt. I still do not agree with the idea that we ought 
to loan public money at lesser rates than private money is loaned. 

Senator Monroney. This is a very important question. I also call 
attention to a precedent in small-business loans. When you consider 
the world, these small countries occupy the same position of credit- 
starved borrowers as does small business here at home. We provide in 
the Small Business Act that before getting a Government loan they 
must certify, that there are no private leans, no other. facilities avail- 
able for finanemg these necessary improvements. 

I believe the Senator has been a stanch friend of the Small Busi- 
ness Administration, where we make loans at lower interest and at 
longer terms. 

Senator Carenart. I was the author of the bill. 

Senator Monroney. Certainly he did not think that he was being 
socialistic or communistic because he deviated from the going rate 
that the local bank would charge for the high-risk loan. If it is good 
business domestically on small business, then 

Senator CarrHart. Small business does not make loans at 3 per- 
cent. I tried to tell the senior Senator from Oklahoma on the floor 
the other day, if you cannot get low interest rates, go to Oklahoma. 

Senator Monroney. I might say that there is no relation between 
the attitude of the senior Senator and the junior Senator toward 
Senator Capehart. 

Senator Cargenart. I appreciate your affection. 

Senator Monroney. In the use of this second mortgage, we contem- 
pete that perhaps a half of these loans, will be made in local currencies. 

he borrowers must be made to shop around to find the ability to use 
these currencies. Then, we can take them out of the warehouse, where 
they are gathering dust and moths and whatever attaches to unused 
local currencies, and they find their way into world trade. So the 
borrower is not borrowing only hard United States dollars as he 
would borrow from the World Bank or from the Export-Import 
Bank, or from Mr. Dulles’ bank. 

Instead of a second mortgage being 2 or 3 percent higher than a 
first mortgage, and on shorter terms, we can justify longer terms at 
low interest rates. The former head of the Marshall plan has por- 
trayed a very vivid picture of our competition on the economic front. 
If we wish to be competitive with communism, we dare not price our- 
selves out of the market. 

Mr. Horrman. May I say a word, Mr. Chairman ? 

Senator Monroney. Yes, sir. 

Mr. Horrman. Particularly to Senator Capehart, because we have 
been fellow businessmen for years. My approach to this matter of the 
development of these 21 new nations, which constitute most of the 
underdeveloped part of the world, is simply this, purely pragmatic: 
I think it is a matter of vast importance to us that they succeed in 
establishing viable democratic governments. I would like to see the 
cost of United States participation in the development of those 
countries as low as possible and on a most sensible basis. I think I 
see that in Senator Monroney’s proposal. 

Senator Carenart. Would you yield? I was going to ask Senator 
Monroney: Maybe a more practical way would be to lend money on 
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a fair going rate of interest in the respective countries. Then you 
would not be competing with the countries. 


Senator Monroney. Fifteen percent, Mr. Capehart, is the going rate 
of interest in most of these countries. 

Mr, Horrman.I think Senator Monroney had a point there. I 
believe you have to make a pragmatic approach. In the case of small 
business, there is no use talking about this—— 

Senator Carruart. I disagree with you. Small business doesn’t 
make loan interest rates. 

Mr. Horrman.. No, but.small, business—— 

Senator Carenart. In fact, the law says they must be the going 
rate. 

Mr. Horrman. But the “going rate” cannot be obtained by small 
business through normal banking channels when times are tough. 

Senator Monroney. I would like to say that we appreciate—and 
I think the record is going to be tremendously helped by—the search- 
ing questions of my distinguished colleague. These are all questions 
that the Senate will want the answers to, and the witness is as com- 
petent as any man in the world to answer most of them. 

The Senator was properly worried perhaps that we might be adopt- 
ing tools of communism in these low-interest, second-mortgage loans. 
But would it not be a fact, Mr. Hoffman, that the Communists have 
adopted grants and unilateral loans, while we are now moving to a 
capitalistic approach through international banking. We are aban- 
doning the tools now being principally used by the Communists. 

In moving toward international banking, with primary loans 
through the World Bank and with an affiliated organization provid- 
ing secondary mortgage financing, as the Secretary of the Treasury 
emphasized, we are going to the capitalistic tools. No one can say that 
banking is communistic. It is the antithesis of communism. 

Senator Carenartr. Will you yield? 

Senator Monronry. Yes. 

Senator Carsuart. I am proud of the capitalistic system and I 
want it to go through the capitalistic system. That is the direct op- 
posite of communism. 

Senator Monroney. And banking is the tool, not foreign office 
grants. 

Mr. Horrman. I think there is one very important point here. I 
don’t think anyane knows what the interest rate has to be. Of this I 
am confident, that these new nations would much prefer paying a 
slightly higher rate to an international organization than they would 
a lower rate to Russia. In other words, I think it is possible to get a 
considerably higher rate. Whether that is 2 percent or 214 or 3, I 
don’t know. 

Senator Monroney. As a businessman if you are floating deben- 
tures you have less chance of a sound economic position if you have 
to float them at 20 years at 5 percent interest, than if you could float 
half of them at that figure and the other half at a 40-year 2 percent 
payout. So the economics of these projects we are talking about are 
actually not unsound. 

We offer a sound financing principle without weakening or water- 
ing down the sound banking principles of the World Bank. Its af- 
filiate is able to extend the term. Once the World Bank short-term 


first mortgage is paid off, this second mortgage becomes as secure as 
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the World Bank loan. More secure, because the payout time is longer 
and the interest rate is lower. Is that not a fact? 

Mr. Horrman., I think that is correct. 

Senator Monroney. Do you have any further questions? 

Senator Cargnart. I think not. 

Senator Monroney. I deeply appreciate the kind things you said 
about the idea. It needs to be explored. Comments such as yours 
today help. Perhaps I am optimistic as to our ability to shorten the 
time required to establish such an association. I feel that the other 
nations of the world will look favorably upon an international opera- 
tion such as this. If it required great contributions in hard currencies 
from them, then I would have my doubts. But a good proposition 
takes a much shorter time to sell, does it not ? 

Mr. Horrman. Yes, it does. I don’t know that this is much of an 
argument, and I don’t believe we want to get ourselves in a position 
of competing with Russia, but Russia has become the principal backer 
of Sunfed, which is the United Nations Development Fund, about 
which many questions could be raised. However, we can’t fight some- 
thing with nothing. 

I think it is important that there be a development fund of the 
kind that is proposed in this plan where loans are available at the 
best possible terms you can get, Senator, still keeping in mind the fact 
that the development of these nations is important to us. 

Senator Monroney. Isn’t it true also, Mr. Hoffman, that the hope 
of increasing the multilateral use of world currencies would help 
stimulate support for such a program because most nations would 
prefer not to rely solely on the dollar in world commerce ? 

Mr. Horrman. That is correct. I mentioned our experience with 
the European Payments Union which surprised me. I thought of it 
as rather an exhilarating device, and fairly important. But it as- 
sumed very great importance. I think we had forgotten how dif- 
ficult it is to trade with wampum beads, which is about what they 
were trying to do in Europe at that time. But given a central agency, 
by various devices we could encourage the use of soft currencies and 
it did provide a stimulation to trade. 

I think you would have a stimulation to trade that. would be just as 
important on the world scene as was the stimulation of intra-Eu- 
ropean trade. & 

Senator Monroney. And it took only $300 million you testified, to 
save the Marshall plan $2 billion. 

Mr. Horrman. I can’t prove that. 

Senator Monrongy. Roughly ? 

Mr. Horrman. That is a guess. 

Senator Monroney. But they would require dollars for the ex- 
change, and by the $300 million backing that you gave you made 
usable the francs and lira and other currencies. 

Mr. Horrman. It helped. 

Senator Monroney. So we found a multilateral use. And those cur- 
rencies today are hard currencies, when at the time you took over the 
Marshall plan, except for direct barter of wheat for iron, only dol- 
lars was the media of exchange? 

Mr. Horrman. That and Swiss francs. 

Senator Carenart. How much money would you say the United 
States should contribute to this fund ? 
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Mr. Horrman. My figure would differ somewhat from the figure 
proposed. My guess is that you want a billion-dollar fund. 

Senator Carguart. A billion dollars ? 

Mr. Horrman. If you have a billion dollar fund we would have to 
contribute something in the neighborhood of 40 to 45 percent of it. 

Senator Monrongy. The way we figured it is on the basis of the 
World Bank contribution, ours being 30 percent, the United King- 
dom’s about 15 percent, and other countries in proportion—Belgium 
5, and so on. 

Mr. Horrman. You might get by with it. 

Senator Monroney. I have talked to experts who may not be able 
to testify before the committee, and they are optimistic as to the 
subscription of this amount. 

Mr. Horrman. I think they should know better than I. I was 
thinking more about the oT we had in getting contributions to 
the technical assistance program of the United Nations. 

Senator Monroney. ‘This is not the United Nations, of course. This 
is rather, hard-boiled bankers of the world, looking on the multilateral 
use of other currencies, and the improvement of world trade through 
breaking down not only tariff barriers which is sought in reciprocal 
trade, but breaking down the greater obstacle of the monetary barrier. 

Anything which tends to move many currencies into world trade 
has a tendency to lower the bars and restrictions against one country 
trading with another as in the example you gave of your operation 
under the Marshall plan. 

There is another point which I think would tend to speed up accep- 
tance by the members of the World Bank. If we have a usable outlet 
for local currences generated under Public Law 480, the world will 
know that we will expand and increase this use of these local curren- 
cies. This would mean greater stability to their economy through the 
injection of additional capital in the form of such things as food. 
It would also mean a lending back of a part of these currencies to 
them for their own development, and committing the rest of it to 
judicious use in a noninflationary way by other nations for develop- 
ment purposes. 

One other point I would like to ask you if you agree on, and that is 
the final thing: Do you not think the world, the 60 members of the 
World Bank in particular, would much prefer to see this international 
banking instead of unilateral grants-in-aid ? 

Mr. Horrman. Oh, yes. Iam sure of that. 

Senator Monroney. You know of the proposals of Mr. Pella, of 
Italy, Mr. Erhard, the Economic Minister for West Germany, and Mr. 
Kishi of Japan. They are all thinking in terms of a banking opera- 
tion. 

Here we don’t run the risk of a slump that might collapse a local 
bank, but we are getting a spread like an insurance company does in- 
stead of being tied to regional banks. 

Mr. Horrman. I agree completely. 

Senator Monroney. Would not all three things—desirability of 
multilateral use of curency, expansion of agricultural surplus sales, 
and the internationalizing of the free world’s credit—tend to speed up 
consideration of the proposal by the World Bank and its member 
governments ? 
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Mr. Horrman. I am sure of that. 

Senator Monroney. If we continue only unilateral lending, is there 
not a danger of us becoming almost the sole creditor to the world ? 

Mr. Horrman. We certainly already have a dominant position. I 
think it would tend to grow. 

Senator Monroney. Based on your knowledge of world affairs, 
would there not be a possibility that in the event of a world recession, 
there would be an international appeal for foregiveness of all the 
United States loans? 

Mr. Horrman. Surely. 

Senator Monroney. We have the precedent for that in World War 
I credits. Would it not also be your feeling that if this vere an inter- 
national banking operation, that there would be less chance of this 
worldwide appeal for forgiveness ? 

Mr. Horrman. I am sure of that. 

Senator Monroney. I am told by the President of the World Bank 
that there has never been a default, either in interest or in principal on 
a payment to the World Bank. 

r. Horrman. I think the same principle applies there. I have 
= some negotiating on a unilateral basis, some on a multilateral 
asis. 

Senator CarrHart. May I answerthat? One of the reasons and the 
big reason is that every World Bank loan is guaranteed by the country 
in which the loan ismade. ‘That means that if payments are not made 
by the country to which the loan is made, the country is defaulting. 

ountries don’t want to default on small loans. 

Senator Monroney. That is one of the virtues of this, because the 
loan will be made to the country. If it is made to private enterprise, 
‘ is guaranteed by the country, much as our Export-Import Bank 
oans. 

Senator Carenart. Is it your understanding that under this pro- 
posal of yours that the country in which the loan is made will guar- 
antee it? 

Senator Monroney. The same as the World Bank loans. Those all 
require the guaranty of the country. 

enator Carenart. Is it your idea that this will require a billion 
dollars to start with? 

Senator Monroney. A billion dollars in hard currencies, which 
would be supplemented with local currencies, including United States- 
controlled local currencies generated by Public Law 480, and other 
funds controlled by the United States. Out of our Marshall plan 
operations and other programs we control some $309 million in addi- 
tion to currencies generated by Public Law 480. 

Senator Caprenart. Is it your idea that we will put up $309 million 
of the billion dollars and in addition we will add to that all the so- 
called soft currencies that we own throughout the world ? 

Senator Monroney. Some of the currencies. Some will be re- 
served. 

Senator Carenart. Would you likewise write into this agreement 
to be approved by the Senate—which I assume will come back more 
or less in the form of a treaty—that unless the other nations put up 
$700 million along with our $300 million, that the organization would 
not become effective ? 
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Senator Monroney. I would make it almost parallel to the organi- 
zation of the World Bank in their contributions. There are reserva- 
tions, there are calls, and other things in their capital structure that 
would take too long to detail. But I think it has proven successful 
there, and I am an old hand in following a proven, well-worn trail 
that has been successful, rather than dreaming up out of the blue 
some new agency the like of which we do not know. 

Senator Carenart. You don’t call this a new agency ? 

Senator Monroney. This is a new agency, but it follows a time- 
tested pattern and trail that has been beaten already in this field by 
the World Bank. 

Senator Carenarr. Let me‘ask this: If these loans are going to be 
guaranteed by the governments of the countries in which they are 
located, then they are not soft loans, are they ? 

Senator Monroney. Yes, they could be soft loans if the country is 
just out from under colonialism or has very little capital resources, 
and no savings accumulation. The hope of repayment will be the 
development of that country with the new tools that economic loans 
and aid will provide. 

Senator Capenart. Would this prohibit all the Latin American 
countries from participating? 

Senator Monronry. No. This would be the greatest help to them. 
I say this on the authority of people who have had a vast amount of 
experience at the focal point in this operation—it would benefit Latin 
America more than any aid program that we have ever instituted. It 
would enable dozens of presently unbankable loans to be made in Latin 
America. 

Senator Carenarr. They are not unbankable, are they, if they are 
guaranteed by the country 

Senator Monronery. They are unbankable at terms that the World 
Bank must require, of a 20-year pay-out at 5 or 4 percent interest. A 
second mortgage for 20 or 30 percent of the financing would make pos- 
sible many, many more loans to our Latin American friends who today 
feel somewhat as a poor relation to Uncle Sam because they do not have 
an immediate communistic threat. They say that our attention goes 
to the Middle East and Asia, and they, the good neighbors, who keep 
their houses clean of communism, are given only the crumbs from the 
table in our international financial operations. 

Senator Carenart. Do you think the Latin American countries are 

oing to permit soft loans to be made, second mortgages, knowing that 
in turn they have to pay for them ? 

Senator Monroney. The difference between us is that you are talk- 
ing about soft loans and I am talking about loans that would be hard 
loans if given adequate time and low interest. 

We used to build houses on 10-year mortgages bearing 8 percent 
interest. Then we went to 5-year second mortgages bearing 10 percent 
interest. But we have found through the great program which you 
have helped to carry forward year after year—there has been no 
greater crusader—that we were able to build houses at 4 or 5 percent 
interest on 30 years’ pay-out and it is just as sound security as the old 
loan was at 10 years. 

But I am not asking that the World Bank change its terms. I am 
saying let’s have an affiliate that will make possible the maintenance 
of strong, hard banking principles on the major part of the loan, and a 
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loan, and a longer term low-interest pay-out on the residual amount 
required to make the World Bank loan possible. 

enator Capenart. This is the first time I ever knew as a business- 
man that the soundness of a loan depended on the interest rate. 

Senator Monroney. I have studied in a different school of economics. 

Senator Capenart. You certainly have. 

Senator Monronery. Your company in Indiana has apparently en- 
joyed a far better interest rate than the rate which the junior Senator 
can get in Oklahoma. Certainly you can more easily meet payments 
on a loan for capital improvements for 40 years at 2 percent than you 
can a loan for 20 years at 4 percent. 

Senator Carenarr. You are not talking about interest now. You 
are talking about terms. 

Senator Monronry. I am talking about interest. It has as much 
to do with it as terms. 

Mr. Horrman. May I ask a question ? 

Senator Carenart. Yes. 

Mr. Horrman. I think in your business, Senator, if you had a pro- 
gram of expansion, in which you had great confidence, and someone 
offered you a loan at 10 percent, you would turn it down. 

Senator Caprenart. Interest ? 

Mr. Horrman. Yes. You would turn it down. If they offered 
you a loan at 3 percent you would take it because you knew the ex- 
pansion would take place and would warrant the payment of that 
rate of interest. That applies to these countries. 

Senator Carenart. Ten and 3 has nothing to do with the soundness 
of the loan. 

Mr. Horrman. No, but it has to do with the acceptance of the loan. 

Senator Carenarrt. It has to do with the repayment of the loan. 
The lower the interest rate the lower the yearly or monthly payments, 
I guess. My point is that if the country in which these loans will be 
made will guarantee the loan, that takes them, in my opinion, out of 
the class of soft loans, particularly at it applies to Latin America. 

Mr. Horrman. What I am trying to say is that you can make a 
good loan a bad loan by too high an interest rate. 

Senator Carenart. Yes, and too short aterm. 

Mr. Horrman. Yes. That is what we are talking about here. 

Senator Carenart. I think the suitability of a loan is based on the 
ores of the man to pay over the period of time that you ask him 

o pay. 

Mr. Horrman. Plus the interest. 

Senator Carenart. A man making $200 a month could well pay 
$20amonth. But he certainly couldn’t pay $60. 

Senator Monroney. I quite agree with you that we do not want to 
end our foreign-aid program and not have something ready in its 
place. That I do not propose to do. I perhaps overestimate the appeal 
of this for fast action. But for a long-range operation, as a matter of 
more or less indefinite duration, do you not think that an international 
lending agency would be far, far better than a bank in our State 
Department? 

_ Mr. Horrman. My answer to that is yes. However, I want to make 
it perfectly clear, I would give top priority today to the passage of 
a mutual security bill because I think if we do not pass that bill, 
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we are going to forfeit world leadership. We will put in jeopardy our 
leadership of the free world. That is first. That does not mean 
that over the long pull, I do not think we should internationalize to 
the greatest extent possible both the first mortgage and the second 
morgage programs, and technical assistance and grants. 

Senator Carruart. One impression we do not want to leave as a 
result of this bill and these hearings is that this can be adopted and 
made to work quickly. I cannot see anything less than 2 years, it might 
be at least 2 years. 

Mr. Horrman. Until this study is completed and a bill can be pre- 
sented to the Senate, you have got to use the tools you now have. 

Senator Monroney. I quite agree. 

Senator CareHart. You have to get the consent of the parliaments 
of the other countries. 

Senator Monroney. I quite agree. Perhaps I am overoptimistic, 
but I think we can shorten the time. We should not establish a 
permanent State Department bank which would have the possibility 
of turning our diplomats into bill collectors around the world. We 
would be using our public relations branch to say “No” on develop- 
ment loans, and it will be defeating our diplomatic efforts. As a 
permanent instrumentality of foreign policy, would you not say 
that we should look as early as possible to the movement of this into 
an international facility ? 

Mr. Horrman. I certainly do. I tried to make that clear. 

Senator Monronery. Thank you. One of the things in your state- 
ment I would like to further inquire about. On page 6 you state: 


Under the Russian shift from their present aggressive policy to one of live and 
let live, prospects for any relief from tension are not bright. 


Then you say: 

Many pressures can be brought upon the Russian leadership for a change of 
policy. 

Could you amplify that to a degree? 

Mr. Horrman. I will amplify it as long as you want me to stay here. 

Senator Monroney. We love to hear you, and as long as we do not 
have to go to the floor and you are not too hungry from your overnight 
flight, we will proceed. 

ermit me to announce that the copies of Mr. Hoffman’s statement 
will be sent to the press gallery early this afternoon. 

Mr. Horrman. I think we have to distinguish clearly between the 
Russian people and the Russian leadership. I think Senator Cape- 
hart, who was in Russia, will agree that the Russian people are not 
particularly interested in communizing the world. They want 

rincipally a better life themselves. But Lenin and Stalin, and 
eaders from that time on, have given priority to efforts to force com- 
munism on nations that do not want it. I have no belief, myself, 
that any persuation on our part would change the Russian leadership, 
or that they will change because they have suddenly become nice peo- 
ple. I donot think those things are so. 

On the other hand, in my opinion there are pressures that can be 
brought to bear that will result in their being willing to negotiate for 
peace, and negotiate seriously. I think there is this growing pres- 
sure within Russia on the part of this new middle group of people 
which anyone else would call a middle class of people. Middle-class 
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people have never been willing for too long to accept the kind of a 
police state which Russia has at the present time. That is one la’ 
sure. The Russian leaders, who are a militant political group, have 
to take some account of the attitude of the new middle group in Russia. 
Therefore, in my opinion, we should encourage in every way the 
knowledge of that middle group. about America. 

I have for a long time felt that we'have‘made a mistake in not 
trying to establi:l contacts. We have moved in that direction very 
definitely in the last few months. We must try to establish all the 
contacts we can between that middle group and their counterparts 
in America, so that they will learn the tr "uth about us. I think that 
America is a great showcase for democr. acy and what democracy does 
for .a people. So, I would say. the more‘of,those people we bring to 
us, the more contact we have, the greater the benefits. Instead of 

making it difficult to establish these contacts, I would encourage them. 
That is one practical way it can be done. I think this applies with 
equal force to the people of the sattelite countries who also have had 
difficulty in getting a look at America in the last few years. I would 
encourage that in every way that I could. 

I think we should also maintain our relations with the leaders of 
the satellite countries because I think they are in a unique position to 
bring influence to bear upon the Russian leadership. Why? Because 
the Russian leaders know that if leaders like Gomulko and Tito can- 
not keep things under control in those countries, there will be explo- 
sions, worse than the explosions in: Hungary, and they do not want it. 
Therefore, I think these leaders, who must have peace, can be used to 
bring pressure upon Khrushchev, Bulganin, and others, who will not 
willingly negotiate seriously, but under pressure might. 

Then, of course, there are people such as Nehru, with whom the 
Chinese leaders and the Russian leaders are trying to maintain good 
relations. There again I think that there is a possibility of stimu- 
lating them so that they will put pressure upon the Russian leaders 
to negotiate seriously for peace. 

That is why I say if we who are the leaders of the free world de- 
fault in our leadership this year, in any way, it could seriously affect 
our chances to move toward peace. I would settle for something less 
than a giant’s step toward peace. I would settle for a little move to- 
ward peace. I think the important thing to do is to reverse the trend. 
The thing that has me deeply concerned is the growing intensity of 
this armaments race, because I have never felt.an armaments race can 
turn out but one way if it continues long enough, and that is for some- 
body to pull the trigger. 

Senator Monroney. Recognizing that there is some detectable 
movement in Russia among a rising group of people, would not the 
announcement of America that we are moving away from unilateral 
lending into international banking, have a tendency to lessen the ten- 
sion rather than increase it? 

Mr. Horrman. Definitely. 

Senator Monronry. It would have the same effect in the satellite 
countries. 

Mr. Horrman. Even much more in the satellites than in the neutral 
countries. 

Senator Monroney. So this act of America, the mighty financier 
of the world, removing the suspicion of strings being attached to our 
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economic aid, could have not only an economic impact in the develop- 
ment of these countries but could make a real contribution toward 
lessening the tensions in the economic war. 

Mr. Horrman. I think the question almost answers itself. I think 
the more quickly we move into the multilateral approach, the more 
certain we will te to remove the suspicion that everything we do we 
do for an ulterior purpose. 

Senator Carenart. Maybe I do not understand the facts, but. I am 
not too certain that I agree with that. Russia, at the moment, is ob- 
jecting to the multilateral agreements that we have, with NATO, 
SEATO, the United Nations, and our maintaining of bases in other 
countries, and our cooperation with other countries. 

Mr. Horrman. I think that Russia 

Senator Cargrnart. Is that not something they are more afraid of 
than anything else, and are they not trying to get us to eliminate it? 

Mr. Horrman. Yes. Russia is trying in every way possible to de- 
stroy the unity of the free world. Whether that takes place in a re- 
gional armament agreement, as in NATO or SEATO or in the United 
Nations, they are constantly trying to divide the free world. They 
are trying to stir up trouble among the free nations. I think it is a 
major goal of their policy. As Senator Monroney said, if we make a 
move toward internationalizing our second-mortgage activities as we 
have our first mortgage activities, it would be a proof to the neutral 
and the satellite world that our only purpose is to have these nations 
become stronger and independent and that we are not attempting 
with dollars to make satellites of them. That is the charge that is 
constantly made—made not only by Russia but by some people who 
should know better—that we are attempting, through dollars, to 
build up a satellite system of our own. 

Of course, I do not believe we want satellites; I think there is 
nothing in our policy that would indicate that. I think that the more 
visible evidence we can give, the better off we will be. 

Senator Monroney. Do we have any further questions? 

Senator Capenart. I do not have any further questions, but I am 
not so sure that I agree with this philosophy that is being expounded. 

I keep thinking to myself all the time that we certainly must co- 
operate with the world. We must have alliances, and I am for them. 
And I want more of them. But in the back of my mind all the time 
I keep thinking that likewise we have to remain strong ourselves and 
do some business in our own name, in our own right. If we carry to 
the extreme what you and the able Senator talked about here, you 
would do away with the Export-Import Bank and all the other things 
we do. 

Mr. Horrman. Oh, no. They are separate and entirely different 
functions. The Export-Import Bank has done a magnificent job. I 
think over the long pull we would be better off if we internationalize 
our second mortgage business, just as we have already internationalized 
our first mortgage business. That is what I am trying to say. 

Senator Capenart. We have not internationalized our second mort- 
gage business because we have our Export-Import Bank. 

Mr. Horrman, That is strictly American. In other words, that is 
strictly for the purpose of financing, as I understand it, exports from 
America to other countries. This is of assistance to American ex- 
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: 
porters rather than to the countries in question. Its primary purpose 4 
is to encourage American business. i: 

Senator Monronry. We do not interfere with point 4. We think | 
that makes a great contribution in bringing nations to a level where) ¢p 
they can have | projects which can be banked through first and second | 
mortgages. We do not interfere with the President’s confidential) 
fund, which could be used in cases of emergency in certain areasof the) ac 
world. We do not interfere with the military : aid program. : 2 

We are proposing this for long-range development instead of our | 
being the private moneylender to ‘the world. Under a unilateral pro-} or 
gram the recipients may feel like the farmer does toward the money- | ay 
lender in a small town that wishes to marry his son off to the farmer’s | i 
beautiful daughter. The farmer may feel that if he borrows $10,000 f co 
from this moneylender he has an implied commitment to sanction the} fy 
marriage. 

We must move toward a banking facility, where they don’t ask your | 
religion or your politics, if we expect to find our help which is gra- | 
ciously given not being misinterpreted and made the subject of Com- 
munist propaganda attacks around the world. ' 

Mr. Horrman. Isn’t the problem this: If our goal clearly is help- or 
ing these countries to become strong and independent, if that is in our cit 
best interest, then the quicker we internationalize our second mortgage br 
business, the better ? for 

If anyone believes that you can win friends and political goals | pl 
through second mortgage loans, then another answer comes out: Ido} tg 
not believe that you can win friends with money. I believe——} jn 

Senator Carenarr. I don’t believe you can win friends with money 
and handle this thing from a practic: al, mechanical standpoint if you ev 
are going to make your second mortgages more attractive than you do | 
your first mortgages. 80) 

If you do, they will all be second mortgages. I would be morein-| 1, 
clined to have a little enthusiasm for this bill if you were at least) ap 
putting the interest rate and the attractiveness on the same basis as ca 
the first mortgages. 

Mr. Horrman. Could I ask you to make one little investigation} {> 
Under the Marshall plan we offered loans at lower interest rates than 
standard. I think if you would inquire from the World Bank or | | 
from the Export- Import Bank, you would find out that in no case me 
did we ever compete with them. They simply take a position that un- | to 
til the bankers have said “No” to the application, they won’t con-)  .,) 


sider it. } | 

It is a very simple approach. On the record, that didn’t happen.) g,, 
We were lending money at a much lower rate and at longer terms} 
than the Export-Import Bank, and there wasn’t competition because | 


they wouldn’t touch the loans we made. 

Senator Monroney. The hour is late and I know Mr. Hoffman, who ; . 
has stayed up all night flying, would like a little rest. Unless there / Ye 
are further questions, may I ask if this would be a proper summation:| 9, 

1. That the new battle in the cold war is on the economic front; | | 
that the ammunition in this battle is credit in underdeveloped areas.) 4, 

2. That the year-to-year uncertainty of our present aid program Pa 
reduces its effectiveness and handicaps the long-range planning of 


useful economic projects in these underdeveloped areas. 
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3. That the implied loss of sovereignty from unilateral lending or 
grants, helps to negate the value of our programs abroad. 

4. The greater use of local currency will not only stimulate world 
trade, but will also permit further agricultural surplus sales. 

5. That some of our bilateral programs should be maintained; our 
Export-Import Bank has a purpose ; our point 4 program of technical 
assistance has a purpose; the President’s confidential fund for special 
areas has a purpose; and the military assistance program has a purpose. 

6. That the long-range idea of multilateral banking through a sec- 
ond-mortgage facility 1s more desirable than unilateral establishment 
and continuation of a State Department bank but that, until such 
time as funds are assured and the organization ready to go, we must 
continue to put adequate funds into our present development loan 
fund. 

Would that summarize it ? 

Mr. Horrman. It summarized it better than I could. 

Senator Monroney. I am an old newspaper reporter. 

Senator Capenart. Maybe I can summarize it a little bit. 

May I summarize it by saying that this is just another international 
organization for lending money. In my opinion we now have a sufli- 
cient number, and we can do the job with what we have. We are 
breaking down the private-enterprise custom by lending money to more 
credit risks at lesser money than we do to good credit risks. We are 
playing in the hands, in my opinion, of Russia because we are imi- 
tating Russia in what she is doing in the way of lending money at low 
interest rates. 

I have no objection to considering this legislation, and I might 
even be for it in the end, if we can cure some of its imperfections. 

I again want to call this to your attention: We are not going to 
solve the world’s problems with $300 million from the United States 
Treasury and $700 million from others, or a total of $1 billion. You 
are not going to solve all the problems, or some of the problems, be- 
cause that is just a drop in the bucket. But we have to have a start. 

I think it is just another suggestion. We have to give a lot of time 
to thinking it through as the able Secretary of the Treasury said. 

Mr. Horrman. And as I said, too. 

Senator Carenarr. Our three witnesses this morning said it has 
merit and I agree we ought to consider it, and we are. But we ought 
to look into it very, very carefully because it may be just another 
scheme. 

Senator Monroney. I appreciate the Senator’s attendance and the 
searching questions that he has asked to help us develop this—to get 
it all on the table. That will be the purpose of the rest of these hear- 
ings. 

I respectfully call to your attention that is is a Senate resolution ex- 
pressing the sense of an idea. We are trying to determine validity 
of the idea, and we do not propose to put the details in concrete form 
or straitjacket the negotiators in the World Bank. 

Senator Carenarr. Then you agree with me that the nations of 
the world, or the present members of the World Bank, would have 
to hold a meeting. 

Senator Monroney. Indeed. 

Senator Carenart. That will take months. 
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Senator Monroney. This will be only the sense of the Senate. The 
success or even existence of this idea will depend on the willingness 
of the world members—the 60 members of the World Bank. 


4a 


‘ 


‘ 


I would like to announce that tomorrow we will have as witnesses: | 
the Under Secretary of State for Economic Affairs, Mr. Dillon; Mr. 


Paarlberg, Assistant Secretary of Agriculture; and Mr. Kearns, the 
Assistant Secretary of Commerce. 

We may want Mr. Coughran to be present the day after tomorrow 
for further details when we have had time to shape up the infor- 


mation. I would ask you to work with our staffs to be sure it is in | 
such form as we can readily identify the condition of these foreign | 


currency accounts. 

We appreciate very much your being here. It has been a great help 
to us to have you, along with Secretary Anderson. 

Before we recess perhaps we had better insert Public Law 480 in 
the record. 

(The material referred to follows :) 


Pusiic Law 480—83p CONGRESS 


CHAPTER 469—2p SESSION 
8S. 2475 


As of August 14, 1957 | 


AN ACT To increase the consumption of United States agricultural commodities in foreign | 


countries, to improve the foreign relations of the United States, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Agricul- 
tural Trade Development and Assistance Act of 1954’’. 

Sec. 2. It is hereby declared to be the policy of Congress to expand interna- 
tional trade among the United States and friendly nations, to facilitate the con- 
vertibility of currency, to promote the economic stability of American agricul- 
ture and the national welfare, to make maximum efficient use of surplus agricul- 


tural commodities in furtherance of the foreign policy of the United States, and | 
to stimulate and facilitate the expansion of foreign trade in agricultural com- | 


modities produced in the United States by providing a means whereby surplus 
agricultural commodities in excess of the usual marketing of such commodities 
may be sold through private trade channels, and foreign currencies accepted in 
payment therefor. It is further the policy to use foreign currencies which 
accrue to the United States under this Act to expand international trade, to 
encourage economic development, to purchase strategic materials, to pay United 
States obligations abroad, to promote collective strength, and to foster in other 
ways the foreign policy of the United States. 


TITLE I—SALES FOR FOREIGN CURRENCY’ 


Sec. 101.’ In furtherance of this policy, the President is authorized to ne 
gotiate and carry out agreements with friendly nations or organizations of 
friendly nations to provide for the sale of surplus agricultural commodities for 
foreign currencies. In negotiating such agreements the President shall— 


(a) take reasonable precautions to safeguard usual marketings of the | 


United States and to assure that sales under this act will not unduly dis- | 


rupt world prices of agricultural commodities ; 


(b) take appropriate steps to assure that private trade channels are 


used to the maximum extent practicable both with respect to sales from 
privately owned stocks and from stocks owned by the Commodity Credit 
Corporation ; 


1 Section 3 of Public Law 962, 84th Congress, provides that sales of fresh fruit and the 
— thereof under Title I shall be exempt from the requirements of the cargo pref- 
erence law. 

? Public Law 128, 85th Congress, provides that within sixty days after any agreement 
is entered into for the use of any foreign currencies, a full report thereon shall be made 


to the Senate and House of Representatives of the United States and to the Committees © 


on Agriculture and Appropriations thereof. 
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(c) give special consideration to utilizing the authority and funds pro- 
vided by this Act, in order to develop and expand continuous market demand 
abroad for agricultural commodities, with appropriate emphasis on under- 
developed and new market areas; 

(d) seek and secure commitments from participating countries that will 
prevent resale or transshipment to other countries, or use for other than 
domestic purposes, of surplus agricultural commodities purchased under 
this Act, without specific approval of the President; and 

(e) afford any friendly nation the maximum opportunity to purchase 
surplus agricultural commodities from the United States, taking into con- 
sideration the opportunities to achieve the declared policy of this Act and 
to make effective use of the foreign currencies received to carry out the 
purposes of this Act. 

Sec. 102. (a) For the purpose of carrying out agreements concluded by the 
President hereunder, the Commodity Credit Corporation, in accordance with 
regulations issued by the President pursuant to subsection (b) of this section, 
(1) shall make available for sale hereunder to domestic exporters surplus agri- 
cultural commodities heretofore or hereafter acquired by the Corporation in the 
administration of its price-support operations, and (2) shall make funds avail- 
able to finance the sale and exportation of surplus agricultural commodities, 
whether from private stocks or from stocks of the Commodity Credit Corpora- 
tion. In supplying such commodities to exporters under this subsection the 
Commodity Credit Corporation shall not be subject to the sales price restrictions 
in section 407 of the Agricultural Act of 1949, as amended. The commodity set- 
aside established for any commodity under section 101 of the Agricultural Act of 
1954 (68 Stat. 897) shall be reduced by a quantity equal to the quantity of such 
commodity financed hereunder which is exported from private stocks.* 

(b) In order to facilitate and maximize the use of private channels of trade 
in carrying out agreements entered into pursuant to this Act, the President may, 
under such regulations and subject to such safeguards as he deems appropriate, 
provide for the issuance of letters of commitment against funds or guaranties of 
funds supplied by the Commodity Credit Corporation and for this purpose 
accounts may be established on the books of any department, agency, or estab- 
lishment of the Government, or on terms and conditions approved by the Secre- 
tary of the Treasury in banking institutions in the United States. Such letters 
of commitment, when issued, shall constitute obligations of the United States 
and moneys due or to become due thereunder shall be assignable under the 
Assignment of Claims Act of 1940. Expenditures of funds which have been 
made available through accounts so established shall be accounted for on stand- 
ard documentation required for expenditures of Government funds. 

Sec. 103. (a) For the purpose of making payment to the Commodity Credit 
Corporation to the extent the Commodity Credit Corporation is not reimbursed 
under section 105 for commodities disposed of and costs incurred under titles I 
and II of this Act, there are hereby authorized to be appropriated such sums as 
are equal to (1) the Corporation’s investment in commodities made available for 
export under this title and title II of this Act, including processing, packaging, 
transportation, and handling costs, (2) all costs incurred by the Corporation 
in making funds available to finance the exportation of surplus agricultural 
commodities pursuant to this title and, (3) all Commodity Credit Corporation 
funds expended for ocean freight costs authorized under title II hereof for 
purposes of section 416 of the Agricultural Act of 1949, as amended. Any funds 
or other assets available to the Commodity Credit Corporation may be used in 
advance of such appropriation or payments, for carrying out the purposes of 
this Act.‘ 

(b) Transactions shall not be carried out under this title which will call for 
appropriations to reimburse the Commodity Credit Corporation, pursuant to 
subsection (a) of this section, in amounts in excess of $4,000,000,000.° This 
limitation shall not be apportioned by year or by country, but shall be considered 
as an objective as well as a limitation, to be reached as rapidly as possible so 
long as the purposes of the Act can be achieved within the safeguards estab- 
lished (7 U.S. C. 1703 (b)). 


8 As amended by Public Law 25, 84th Congress. 
* As amended by Public Law 540, 84th Congress. 
5 As amended by Public Law 387, 84th Congress, and Public Law 128, 85th Congress. 
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Sec. 104. Notwithstanding section 1415 of the Supplemental Appropriation 
Act, 1958, or any other provision of law, the President may use or enter into 
agreements with friendly nations or organizations of nations to use the foreign 
currencies which accrue under this title for one or more of the following 
purposes : 

(a) To help develop new markets for United States agricultural com- 
modities on a mutually benefiting basis; 

(b) To purchase or contract .to purchase strategic and critical materials, 
within the applicable terms of the Strategic and Critical Materials Stock- 
pile Act, for a supplemental United States stockpile or such materials as 
the President may determine from time to time under contracts, including 
advance payment contracts, for supply extending over periods up to ten 
years. All strategic and critical materials acquired under authority of 
this title shall be placed in the above-named supplemental stockpile and 
may be additional to the amounts acquired under authority of the Strategic 
and Critical Materials Stockpile Act. Materials so acquired shall be re- 
leased from the supplemental stockpile only under the provisions of section 
3 of the Strategic and Critical Materials Stockpile Act; 

(c) To procure military equipment, materials, facilities, and services for 
the common defense ; 

(d) For financing the purchase of goods or services for other friendly coun- 
tries ; 

(e) For promoting balanced economic development and trade among na- 
tions, for which purposes not more than 25 per centum of the currencies 
received pursuant to each such agreement shall be available through and 
under the procedures established by the Export-Import Bank for loans mu- 
tually agreeable to said bank and the country with which the agreement is 
made to United States business firms and branches, subsidiaries, or affiliates 
of such firms for business development and trade expansion in such countries 
and for loans to domestic or foreign firms for the establishment of facilities 
for aiding in the utilization, distribution, or otherwise increasing the con- 
sumption of, and markets for, United States agricultural products: Provided, 
however, That no such loans shall be made for the manufacture of any prod- 
ucts to be exported to the United States in competition with products pro- 
duced in the United States or for the manufacture or production of any 
commodity to be marketed in competition with United States agricultural 
commodities or the products thereof. Foreign currencies may be accepted 
in repayment of such loans.° 

(f) To pay United States obligations abroad ; 

(g) For loans to promote multilateral trade and economic development, 
made through established banking facilities of the friendly nation from which 
the foreign currency was obtained or in any other manner which the Presi- 
dent may deem to be appropriate. Strategic materials, services, or foreign 
currencies may be accepted in payment of such loans; 

(h) For the financing of international educational exchange activities un- 
der the programs authorized by section 32 (b) (2) of the Surplus Property 
Act of 1944, as amended (50 U. 8. C. App. 1641 (b)). In the allocation of 
funds as among the various purposes set forth in this section, a special effort 
shall be made to provide for the purposes of this subsection, including a par- 
ticular effort with regard to: (1) countries where adequate funds are not 
available from other sources for such purposes, and (2) countries where 
agreements can be negotiated to establish a fund with the interest and prin- 
cipal available over a period of years for such purposes, such special and 
particular effort to include the setting aside of such amounts from sale pro- 
ceeds and loan repayments under this title, not in excess of $1,000,000 a year 
in any one country for a period of not more than five years in advance, as 
may be determined by the Secretary of State to be required for the purposes 
of this subsection ; * 

(i) For financing the translation, publication, and distribution of books 
and periodicals, including Government publications, abroad: Provided, That 
not more than $5,000,000 may be allocated for this purpose during any fiscal 
year; °* 





® As amended by Public Law 128, 85th Congress. 
7As amended by Public Law 726, 84th Congress, and Public Law 141, 85th Congress. 
* Added by Public Law 726, 84th Congress. 
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(j) For providing assistance to activities and projects authorized by sec- 
tion 203 of the United States Information and Educational Exchange Act of 
1948, as amended (22 U. 8S. C. 1448), but no foreign currencies which are 
available under the terms of any agreement for appropriation for the general 
use of the United States shall be used for the purposes of this subsection (j) 
without appropriation therefor.* 

Provided, however, That section 1415 of the Supplemental Appropriation Act, 
1953, shall apply to all foreign currencies used for grants under subsections (d) 
and (e) and for payment of United States obligations involving grants under sub- 
section (f) and to not less than 10 per centum of the foreign currencies which 
accrue under this title: Provided, however, That the President is authorized to 
waive such applicability of section 1415 in any case where he determines that it 
would be inappropriate or inconsistent with the purposes of this title. 

Sec. 105. Foreign currencies received pursuant to this title shall be deposited 
in a special account to the credit of the United States and shall be used only 
pursuant to section 104 of this title, and any department or agency of the govern- 
ment using any of such currencies for a purpose for which funds have been appro- 
priated shall reimburse the Commodity Credit Corporation in an amount equiv- 
alent to the dollar value of the currencies used. 

Sec. 106. As used in this Act, “surplus agricultural commodity” shall mean any 
agricultural commodity or product thereof, class, kind, type, or other specification 
thereof, produced in the United States, either privately or publicly owned, which 
is or May be reasonably expected to be in excess of domestic requirements, ade- 
quate carryover, and anticipated exports for dollars, as determined by the Secre- 
tary of Agriculture. The Secretary of Agriculture is also authorized to deter- 
mine the nations with whom agreements shall be negotiated, and to determine 
the commodities and quantities thereof which may be included in the negotiations 
with each country after advising with other agencies of Government affected and 
within broad policies laid down by the President for implementing this Act.” 

Sec. 107. As used in this Act, “friendly nation” means any country other than 
(1) the U. S. S. R., or (2) any nation or area dominated or controlled by the 
foreign government or foreign organization controlling the world Communist 
movement. 

Sec. 108. The President shall make a report to Congress with respect to the 
activities carried on under this Act at least once each six months and at such 
other times as may be appropriate and such reports shall include the dollar value, 
at the exchange rates in effect at the time of the sale, of the foreign currency for 
which commodities exported pursuant to section 102 (a) hereof are sold. 

Sec. 109. No transactions shall be undertaken under authority of this title after 
June 30, 1958, except as required pursuant to agreements theretofore entered 
into pursuant to this title.” 


TITLE II—FAMINE RELIEF AND OTHER ASSISTANCE 


Sec. 201. In order to enable the President to furnish emergency assistance on 
behalf of the people of the United States to friendly peoples in meeting famine 
or other urgent or extraordinary relief requirements, the Commodity Credit 
Corporation shall make available to the President out of its stocks such surplus 
agricultural commodities (as defined in section 106 of title I) as he may request, 
for transfer (1) to any nation friendly to the United States in order to meet 
famine or other urgent or extraordinary relief requirements of such nation, 
and (2) to friendly but needy populations without regard to the friendliness of 
their government.” 

Sec. 202. The President may authorize the transfer on a grant basis of surplus 
agricultural commodities from Commodity Credit Corporation stocks to assist 
programs undertaken with friendly governments or through voluntary relief 
agencies: Provided, That the President shall take reasonable precaution that 
such transfers will not displace or interfere with sales which might otherwise 
be made. 

Sec. 203. Not more than $800,000,000 (including the Corporation’s investment 
in such commodities) shall be expended for all such transfers and for other costs 
authorized by this title. The President may make such transfers through such 





® Added by Public Law 962, 84th Congress. 

” As amended by Public Law 387, 84th Congress. 

" As amended by Public Law 128, 85th Congress. 

4 As amended by Public Law 540, 84th Congress, and Public Law 962, 84th Congress. 
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agencies including intergovernmental organizations, in such manner, and upon 
such terms and conditions as he deems appropriate; he shall make use of the 
facilities of voluntary relief agenices to the extent practicable. Such transfers 
may include delivery f. o. b. vessels in United States ports, and upon a de- 
termination by the President that it is necessary to accomplish the purposes 
of this title or of section 416 of the Agricultural Act of 1949, as amended, 
ocean freight charges from United States ports to designated ports of entry 
abroad may be paid from funds available to carry out this title on commodities 
transferred pursuant hereto or donated under said section 416. Funds required 
for ocean freight costs authorized under this title may be transferred by the 
Commodity Credit Corporation to such other Federal agency as may be desig- 
nated by the President.” 

Sec. 204. No programs of assistance shall be undertaken under the authority 
of this title after June 30, 1958." 


TITLE IlII—GENERAL PROVISIONS 


Sec. 301. Section 407 of the Agricultural Act of 1949 is amended by adding 
at the end thereof the following: “Notwithstanding the foregoing, the Corpora- 
tion, on such terms and conditions as the Secretary may deem in the public 
interest, shall make available any farm commodity or product thereof owned 
or controlled by it for use in relieving distress (1) in any area in the United 
States declared by the President to be an acute distress area because of unem- 
ployment or other economic cause if the President finds that such use will 
not displace or interfere with normal marketing of agricultural commodities 
and (2) in connection with any major disaster determined by the President to 
warrant assistance by the Federal Government under Public Law 875, Kighty- 
first Congress, as amended (42 U. 8S. C. 1855). Except on a reimbursable basis, 
the Corporation shall not bear any costs in connection with making such com- 
modity available beyond the cost of the commodities to the Corporation in 
store and the handling and transportation costs in making delivery of the 
commodity to designated agencies at one or more central locations in each 
State.” 

Sec. 802. Section 416 of the Agricultural Act of 1949 is amended to read as 
follows: 

“Sec. 416. In order to prevent the waste of commodities acquired through 
price-support operations by the Commodity Credit Corporation before they can 
be disposed of in normal domestic channels without impairment of the price- 
support program or sold abroad at competitive world prices, the Commodity 
Credit Corporation is authorized, on such terms and under such regulations as 
the Secretary may deem in the public interest: (1) upon application, to make 
such commodities available to any Federal agency for use in making payment 
for conmnodities not produced in the United States; (2) to barter or exchange 
such commodities for strategic or other materials as authorized by law; (38) in 
the case of food commodities to donate such commodities to the Bureau of 
Indian Affairs and to such State, Federal, or private agency or agencies as may 
be designated by the proper State or Federal authority and approved by the 
Secretary, for use in the United States in nonprofit school-lunch programs, in 
the assistance of needy persons, and in charitable institutions, including hos- 
pitals, to the extent that needy persons are served; and (4) to donate any 
such food commodities in excess of anticipated disposition under (1), (2), 
and (3) above to nonprofit voluntary agencies registered with the Committee 
on Voluntary Foreign Aid of the Foreign Operations Administration or other 
appropriate department or agency of the Federal Government and intergovern- 
mental organizations for use in the assistance of needy persons outside the 
United States. In the case of (3) and (4) above the Secretary shall obtain 
such assurance as he deems necessary that the recipients thereof will not 
diminish their normal expenditures for food by reason of such donation. In 
order to facilitate the appropriate disposal of such commodities, the Secretary 
may from time to time estimate and announce the quantity of such commodities 
which he anticipates will become available for distribution under (3) and (4) 
above. The Commodity Credit Corporation may pay, with respect to commodi- 
ties disposed of under this section, reprocessing, packaging, transporting, han- 
dling, and other charges accruing up to the time of their delivery to a Federal 


18 As amended by Public Law 540, 84th Congress, and Public Law 128, 85th Congress. 
144 As amended by Public Law 128, 85th Congress. 
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agency or to the designated State or private agency, in the case of commodities 
made available for use within the United States, or their delivery free alongside 
ship or free on board export carrier at point of export, in the case of commodi- 
ties made available for use outside the United States. In addition, in the case 
of food commodities disposed of under this section, the Commodity Credit Corpo- 
ration may pay the cost of processing such commodities into a form suitable 
for home or institutional use, such processing to be accomplished through private 
trade facilities to the greatest extent possible. For the purpose of this section 
the terms ‘State’ and ‘United States’ include the District of Columbia and any 
territory or possession of the United States.” * 

Sec. 303. Whenever the Secretary has reason to believe that, in addition to 
other authorized methods and means of disposing of agricultural commodities 
owned by the Commodity Credit Corporation, there may be opportunity to pro- 
tect the funds and assets of the Commodity Credit Corporation by barter or 
exchange of such agricultural commodities for (a) strategic materials entailing 
less risk of loss through deterioration or substantially less storage charges, 
or (b) materials, goods or equipment required in connection with foreign eco- 
nomic and military aid and assistance programs, or (c) materials or equipment 
required in substantial quantities for offshore construction programs, he is 
hereby directed to use every practicable means, in cooperation with other Gov- 
ernment agencies, to arrange and make, through private trade channels, such 
barters or exchanges or to utilize the authority conferred on him by section 
4 (h) of the Commodity Credit Corporation Charter Act, as amended, to make 
such barters or exchanges. Agencies of the United States Government procuring 
such materials, goods, or equipment are hereby directed to cooperate with the Sec- 
retary in the disposal of surplus agricultural commodities by means of barter 
or exchange. Strategic materials so acquired by the Commodity Credit Corpo- 
ration shall be considered as assets of the Corporation and other agencies 
of the Government, in purchasing strategic materials, shall purchase such 
materials from Commodity Credit Corporation inventories to the extent avail- 
able in fulfillment of their requirements. The Secretary is also directed to 
assist, through such means as are available to him, farmers’ cooperatives in 
effecting exchange of agricultural commodities in their possession for strategic 
materials.” 

Sec. 304 (a). The President shall exercise the authority contained in title I 
of this Act (1) to assist friendly nations to be independent of trade with the 
Union of Soviet Socialist Republics and with nations dominated or controlled 
by the Union of Soviet Socialist Republics, and (2) to assure that agricultural 
commodities sold or transferred thereunder do not result in increased availability 
of those or like commodities to unfriendly nations. 

(b) Nothing in this Act shall be construed as authorizing transactions under 
title I or title III with the Union of Soviet Socialist Republics or any of the 
areas dominated or controlled by the Communist regime in China.” 

Sec. 305. All Commodity Credit Corporation stocks disposed of under title II 
of this Act and section 416 of the Agricultural Act of 1949, as amended, shall 
be clearly identified by, as far as practical, appropriate marking on each package 
or container as being furnished by the people of the United States of America. 


Senator Monroney. If there are no further questions, the meeting 
will stand in recess until 10 o’clock tomorrow morning. 

Thank you, Mr. Hoffman. 

(Thereupon at 12:50 p. m., the committee was recessed, to reconvene 
at 10 a.m. Wednesday, March 19, 1958.) 


% As amended by Public Law 540, 84th Congress. 

% Public Law 540, 84th Congress, provides that strategic and other materials acquired 
by the Commodity Credit Corporation may be transferred to the supplemental stockpile 
established by section 104 (b) of title I of this law. 

As amended by Public Law 128, 85th Congress. 
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WEDNESDAY, MARCH 19, 1958 


UNITED STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON INTERNATIONAL FINANCE, 
Washington, D.C. 

The committee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:15 a. m., Senator A. S. Mike Monroney (chairman of 
the subcommittee) presiding. 

Present: Senators Monroney, Fulbright, Sparkman, and Capehart. 

Also present: Senator Case. 

Senator Monronry. The Subcommittee on International Finance 
of the Senate Banking and Currency Committee will resume its hear- 
ing on Senate Resolution 264. 

e are honored today to have the distinguished Deputy Under Sec- 
retary of State for Economic Affairs, former Ambassador to France, 
formerly one of the great investment bankers of the United States, 
Mr. Douglas Dillon. 

We appreciate very much your coming here. 

Mr. Secretary, you may proceed in your own way. 


STATEMENT OF C. DOUGLAS DILLON, DEPUTY UNDER SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS 


Mr. Ditton. Thank you, Mr. Chairman. 

Senator Monroney. The prepared text of your statement has not 
yet arrived, since you have had mechanical difficulties, I understand. 

Mr. Ditton. But it will be here during the course of the hearing. 

Thank you for this opportunity to present the preliminary com- 
ments of the Department of State on the subject matter of Senate 
Resolution 264, which looks toward the establishment of an Interna- 
tional Development Association in cooperation with the World Bank. 

The objective of the resolution, as we understand it, is to insure that 
serious study will be given to the desirability of forming a new multi- 
lateral lending agency to stimulate the flow of developmental capital 
into the less-developed areas of the free world. I can assure you that 
such a study will be undertaken promptly by the interested depart- 
ments of the Government. 

The promotion of the economic growth of the less-developed coun- 
tries of the free world has become a major objective of American for- 
eign policy. For unless the less-developed countries can be helped 
to emerge from their present economic condition, which in many cases 


is one of extreme poverty and stagnation, they cannot hope to become 
stable and responsible communities capable of maintaining and de- 
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fending their political independence and freedom in a world menaced 
by international communism. And if the vast populations of these 
countries should turn to communism out of the frustrations bred by 
hopeless poverty, it is clear that our own way of life would be seri- 
ously endangered. 

The assistance we give to enable the less-developed countries to 
speed their economic growth, therefore, arises out of considerations 
affecting our deepest national interests. 

The Congress has recognized this fact. In section 201 of the Mu- 
tual Security Act it has stated: 

The Congress of the United States recognizes that the progress of free peoples 
in their efforts to further their economic development, and thus to strengthen 
their freedom, is important to the security and general welfare of the United 
States. The Congress recognizes the necessity in some cases of assistance to 
such peoples if they are to succeed in these efforts. 

What do the less-developed countries require for their development 
They need to employ their own resources better. They need to use 
their own savings more effectively for development purposes. They 
need the benefits of technical cooperation in the fields of education, 
health, and agriculture. All of these things are a part of the develop- 
ment process. 

But the less-developed countries also require significant amounts of 
economic resources in the form of capital equipment such as steel, 
machinery, construction equipment, and the like. These things the 
less-developed countries produce not at all or only in insuflicient 
quantity. Accordingly, they must import them from the industrial- 
ized countries. Because their own exports of raw materials, food- 
stuffs, and other items are not large enough to pay for all the imported 
production goods which they need for development, the less-developed 
countries can only obtain these goods if the more-developed countries 
which have them in quantity are willing to provide them on terms 
other than immediate payment—that is to say, through investments, 
credits, loans, or grants. 

There is nothing new about this situation. Historically, almost all 
nations, including our own, have been able to achieve their develop- 
ment only with the aid of substantial amounts of external resources 
brought in from abroad. The only alternative is to squeeze extra 
resources out of the population of a newly developing country through 
slave labor and substantially lowered living standards. This is only 

ossible under a strong dictatorship which sacrifices immediate 

uman values for a long-range development goal. This was the path 
followed by the Soviet Union and it is the method recommended by 
the Soviets to the leaders of the less-developed countries. 

Some of the needed external resources can come from new private 
investments. Some can come from established governmental lending 
agencies, such as the Export-Import Bank and the World Bank. 

But these conventional methods of lending and investing fall con- 
siderably short of meeting the requirements. Although we hope and 
expect that a larger flow of capital to the less developed countries will 
come from these sources, we must recognize that there are serious 
limitations to any great increase, the most important of which arises 
from the fact that the less developed countries are not at this time 
capable of undertaking the repayment of such loans and investments 
in dollars or other hard currencies. 
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The situation of the less developed countries, therefore, is this: 

(1) They need to enlarge their total economic resources by import- 
ing capital goods and equipment from the more developed countries 
on a larger scale than is now taking place; and 

(2) They are unable to give the assurances of repayment in dollars 
or other hard currencies which would be necessary to attract a suffi- 
cient flow of capital from private investors or from the Export-Import 
Bank and the World Bank. 

That, simply stated, is why the United States is undertaking to 
provide development assistance to these countries on terms which will 
not place an undue strain on their future balance of payments. That 
is the basic reason for our Development Loan Fund, which can extend 
capital to these countries without requiring repayment in dollars. 

At this point I would like to note briefly that the so-called local 
currencies which the United States now owns in these less developed 
countries do not constitute a means for enlarging the total flow of 
external resources to these less developed countries. Such an enlarged 
flow can only come through transfers of additional economic resources 
from more developed countries such as the United States, Canada, the 
United Kingdom and the countries of Western Europe, or Japan. 
And such additional resources coming from the developed countries 
have to be paid for in dollars or in currencies which their businessmen 
will accept in payment for their exports. 

Senator Monroney. Would you repeat that, Mr. Secretary? I am 
sorry we do not have a text, but I am particularly anxious to get that 
statement again. 

Mr. Drixwon. At this point I would like to note briefly that the so- 
called local currencies which the United States now owns in these less 
developed countries do not constitute a means for enlarging the total 
flow of external resources to these less developed countries. Such an 
enlarged flow can only come through transfers of additional economic 
resources from more developed countries such as the United States, 
Canada, the United Kingdom and the countries of Western Europe, 
or Japan. And such additional resources coming from the developed 
countries have to be paid for in dollars or in currencies which their 
businessmen will accept in payment for their exports. 

Clearly, the job of helping the less developed countries through the 

rovision of additional capital resources is not one for the United 
States alone. The other developed countries—in North America, in 
Western Europe, and Japan—also have a part to play. Apart from 
their participation in the World Bank, about which Secretary Ander- 
son has already spoken, and apart from the investments made by their 
business enterprises, many of these countries are undertaking govern- 
mental economic assistance directly to the less developed areas. 

Senator Monroney. Can you indicate to what degree? We had an 
estimated figure yesterday from Paul Hoffman, but I do not recall it at 
this point. You could help us by indicating the total contribution of 
these countries in economic aid, and a breakdown, if you have it. 

Mr. Di10N. That will come right after this, as follows. 

Senator Monroney. Thank you. 

Mr. Ditton. For example, members of the British Commonwealth 
have been contributing some $70 million annually for development 
purposes through the Colombo plan. Japan will be undertaking sub- 
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stantial capital exports to southeast Asia in fulfillment of reparations. 
West Germany also in the form of reparations is furnishing substantial 
assistance to Israel. In addition, there are the commitments which 
the countries forming the European Economic Community have 
entered into an establishing fund of $580 million for the development 
of the dependent territories of the member countries. Our best esti- 
mate is that during the 3 years, 1954-56, the more developed countries 
of Western Europe and the British Commonwealth in addition to 
their participation in the World Bank and in various United Nations 
programs, ete about $1 billion per year in governmental assist- 
ance to the less developed areas. 

Senator Monroney. That is $1 billion per year. Could you dis- 
cuss that in more detail or supply the information for the record ? 

Mr. Ditton. We do that later on. 

Senator Monroney. You have given us a figure of $70 million as the 
contribution from the United Kingdom. This is a considerable figure, 
but the information as to the contributions of others seems vague, 
indeed. I understood that the fund of $580 million established by 
the European Economic Community was for the development of their 
own territories. That is not a free world effort toward other countries, 
but merely development aid for a country or territory that is economic- 
ally a part and parcel of the mainland, is it not ? 

Mr. Ditton. That is correct. 

Senator Monroney. So it might be misleading to make the state- 
ment that the free world is doing this without reference to the fact that 
it goes to dependencies. There isn’t really much more than $70 million 
that has been contributed by the United Kingdom to the Colombo 
plan. Isthat right? 

Mr. Ditxon. It is correct that they furnish these large amounts, as 
I say here. I point out very clearly it goes largely to their own 
territories. 

Approximately $650 million of this total of $1 billion was supplied 
by France. By far the larger part of this $1 billion went to the 
dependent territories of the countries concerned and had no effect 
on large parts of Asia, the Middle East, and Latin America. 

Senator Monroney. And furthermore it involved no problem of 
use of the currencies these dependent areas, because they were using 
the currencies of countries that were in that European Economic Com- 
munity, were they not ? 

Mr. Ditton. These figures represent the dollar value of the outside 
economic resources, the capital resources, that were made available 
to these underdeveloped areas which are dependent areas of these 
countries. 
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Senator Monronery. I am trying to get this clear for the record, 
because the people of the United States will get a very grave miscon- 
ception of the burden which other courtries are carrying if this 
billion dollar figure is not explained. 

Is the economic aid to underdeveloped areas from the European 
Economic Community any different than any economic aid we extend 
to Alaska or to Hawai? 

Mr. Dutwon. It is different, Senator, for this reason: That these 
underdeveloped areas which they control, which are dependent terri- 
tories of theirs, are very populated areas. They have a population 
which is working toward independence, and where many of these 
territories are becoming independent as the years pass. If they were 
not dependent, that is, if they were independent now, it would be an 
additional burden on the free world. 

Senator Monronry. But they are dependent today ¢ 

Mr. Ditton. At the moment. 

Senator Monroney. If Belgium is pumping money into the Congo, 
as they are, the results of that development in uranium, or hy droelee- 
tric power, etc., flow back to Belgium as well as to the Congo, and the 
Belgian franc is the currency of the country. Is that not correct ? 

Mr. Dutton. That is correct. I made no attempt to say that this 
assistance is not going into the territories which they are responsible 
for. Istress that in my statement. 

Senator Monroney. I am sorry that we have not received copies 
of the statement. Until we have it I think it would be better to con- 
tinue to interrupt you as you go along, if you will permit. If we were 
reading it we might have been able to go back to some of these questions 
later, but this way we must rely on interrogation on these particular 
points at the time you make them. 

Mr. Ditton. What I wanted to make clear is that these European 
communities are carrying a substantial load of developmental ex- 
penses in territories which are their responsibility and which they get 
certain benefits from; but, nevertheless, it is a very substantial load. 

Senator Monroney. But it is not an international operation except 
in the case of the United Kingdom, perhaps. The rest is money 
which is owed in reparations by Japan, and money which is owed in 
reparations by Germany, and in the case of the European Economic 
Community, it is self- -help to territories which are part of the coun- 
tries’ national assets. 

Mr. Ditton. As far as the underdeveloped countries are concerned, 
it makes no difference whether the money comes from reparations 
or in what form. 
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Senator Monroney. I am talking about the gift of the money such 
as we are doing as a free-will gesture. I approve of it and have 
consistently voted for foreign aid, but I do not want any misconcep- 
tion of the burden that the rest of the world is carrying in this respect 
to go into the record. It could have been misunderstood without know- 
ing the following parts of your statement, which you have now am- 
plified. 

Senator Capenart. Do you have the names of all or part of the 
countries that are recipients of the billion dollars you spoke about! 

Mr. Dixon. As I said, the recipients were the dependent territories 
of these countries. I can give you the breakdown. 

(The information referred to follows :) 


BILATERAL GOVERNMENT ASSISTANCE BY OTHER COUNTRIES TO LESS 
DEVELOPED COUNTRIES (EXCLUSIVE OF SINO-SOVIET AID) 


The following table shows the economic assistance made available by the 
more developed countries of the free world (other than the United States) to the 
less developed countries over the 3-year period 1954-56. Due to lack of 
standardization of definitions of aid, lack of systematic collection of data and 
differences in the organizations and institutional arrangement of providing as- 
sistance, the data here presented are subject to considerable margin of un- 
certainty. The figures represent firm commitments and include grants and 
long-term loans, they do not include commercial export credits or Government 
guaranties for such. 


Bilaterial Government assistance 1954-56 by donor and recipient 


{In million United States dollar equivalent] 
France, to— 
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United Kingdom, to— 
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1 Algeria, Morocco, and Tunis. 

2 Cameroons, French Equatorial Africa, French Somaliland, French West Africa, Mada- 
gascar, the Comoro Islands and Dependencies, Togoland, French Oceania, New Caledonia 
and Dependencies, St. Pierre, and porenaion. 

3 French Guiana, Guadeloupe, Martinique, and Réunion. 

‘British East Africa, British West Africa, Rhodesia Nyasaland, South African Terri- 
tories, Mauritius, British West Indies, British Honduras, British Guiana, Falkland Islands, 
Malaya and Singapore, Aden, British Borneo, Hong Kong, and British Oceania. 

5 Libya, Jordan, India, Burma, Ceylon, and Pakistan. 
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Bilateral Government assistance 1954-56 by donor and recipient—Continued 


[In million United States dollar equivalent] 
Australia, to— 
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6 Papua and New Guinea and other dependencies. 
™Colombo plan aid recipient countries are: Burma, Cambodia, Ceylon, India, Indonesia, 


Laos, Malaya, Nepal, Pakistan, Philippines, Singapore, Sarawak and North Borneo, Thai- 
land, and Vietnam. 


Senator Carenart. Can you give us the names? 

Mr. Ditton. For France, it was French West Africa, French 
Equatorial Africa and north Africa. The total for that was about 
$650 million a year. 

Senator Capenartr. What about Germany ? 

Mr. Dimuon. The German payments went almost entirely to 
Israel—$60 million a year in reparations. 

Senator Cargenart. And the United Kingdom? 

Mr. Ditton. The United Kingdom had a total of about $150 mil- 
lion a year, 85 percent of which goes to their own overseas territories, 
and about 15 percent of which goes to independent countries in the 
sterling area. 
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Senator CareHart. What are some of their independent countries ¢ 

Mr. Ditton. Those are countries such as Jordan, which are in the 
sterling area, and countries of that type. 

Senator Monroney. Could you name some of the countries that 
get the 82 percent ? 

Mr. Ditton. Those are the British overseas territories, such as 
Nigeria, Tanganyika, and Kenya, and territories of that nature. 

Senator Monronry. So even that $70 million figure is not on a 
world basis. They are helping countries under the sovereignty of the 
United Kingdom. 

Mr. Ditton. This was a different figure. This is the $150 million 
that the United Kingdom contributes. 

Senator Monroney. That is supplemental / 

Mr. Ditton. The $70 million is what the British Commonwealth, 
including the United Kingdom, gives through the Colombo plan. 

Senator Monroney. The $580 million of the European Economic 
Community is going to territories under the sovereignty of the mem- 
ber countries. That is the $580 million. In the case of the United 
Kingdom I understood it to include only their contributions to the 
Colombo plan. 

Mr. Dutton. No, I do not with the United Kingdom. The United 
Kingdom is $150 million a year all told. 

Senator Monroney. None of the countries in the Colombo plan 
are under British sovereignty / 

Mr. Ditton. Not British sovereignty, but they are members of the 
British Commonwealth. For instance, India and Ceylon. Burma 
is not, but it used to be. 

Senator Monroney. Yes. 

Mr. Ditxon. It is clear that if we are to better the situation of 
the less developed countries we must look to a total increase in the 
capital available to them from all external sources. Little will have 
been accomplished if the funds now provided through one channel 
are simply diverted to another channel. 

It is against this broad background of the basic needs of the less 
developed countries and of our national policies in relation to these 
needs that I should like to comment on the proposal for an Interna- 
tional Development Association. 

In doing so, I would like to point to some of the problems and 
questions which will have to be carefully explored in relation to the 
proposed Association rather than to present firm conclusions. 

Senator Monronery. I am terribly sorry to interrupt again, but I 
am trying to get these statements. 

Did you say little would be accomplished if funds which were given 
to one country were taken away from use in another ? 
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Mr. Ditton. What I meant was that if the funds now being given 
by Great Britain through the Colombo plan were diverted and given 
to the underdeveloped countries through some other organization, un- 
derdeveloped countries would not be getting any more money. 

Senator Monroney. Under Public Law 480 we sell agricultural 
surpluses for local currency and then loan back 50 percent of that 
money to the buyer. Does your statement also imply that little would 
be accomplished by using a part of that residual 50 percent which we 
control to obtain a contribution of raw materials or anything else to 
aid other countries from the countries that we have aided under the 
480% 

Mr. Ditton. That was not related at all here, because in this state- 
ment we were referring to the capital resources that have been made 
available to these underdeveloped countries. 

Senator Monronry. Do we not make capital resources available 
through Public Law 480? Every time we sell $100 million worth of 
groceries it is as valuable as that much gold. If we say that we will 
leave $50 million of that with you for 40 years at 2 percent, but the 
other $50 million is under United States control, then at least we have 
injected $50 million into the economic life of that community. 

As a matter of fact, if we keep the other $50 million frozen, which 
I think has been the custom of the State Department, we have ac- 
tually injected $100 million into the economy. 

Senator Carenart. Will the Senator yield? 

Senator Monroney Yes. 

Senator Caprnart. I presume what you meant was, if we have this 
new organization and England puts her $70 million in and then does 
not spend an additional $70 million as she is doing now, then we gain 
nothing. 

Mr. Ditton. That is exactly what I said. 

Senator Carenart. That is what I understood you to say. 

Senator SpaRKMAN. It seems to me there is this difference, if I un- 
derstand correctly the purpose of the plan of this development: The 
$70 million that England is giving to the Colombo plan is an annual 
contribution. In the International Development Association it would 
be a subscription for stock, as I understand it. 

Senator Monroney. England would contribute her 15 percent, let 
us say, to the stock of the International Development Association. It 
would not be available just to Colombo or to her colonies, but would 
be available for worldwide use. 

Senator SparKMAN. But once contributed, it is in there. It is not 
a recurring thing. 

Senator Monroney. No; it is capital injection. 
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Senator Sparkman. It is not a recurring thing; so I do not think 
the two necessarily would be contradicting each other. 

Mr. Dituon. No, they do not at all. All I want to say is, it would 
be no net addition if, in making their contribution, they took the 
funds away from something they had been giving annually before 
for the same purpose. 

Senator Monroney. But funds given to one country are not taken 
— by asking it in turn for a contribution to another country. 

Mr. Ditton. All I was trying to point out is that whatever we 
contribute is a hard-currency souita tivation and unless there is an 
additional hard-currency contribution as a result of the creation of 
this new organization, we will not have given anything additional 
in the way of resources to the underdeveloped countries. 

Senator Monroney. Let us assume that under Public Law 480 we 
sell $100 million worth of surplus agricultural products to Burma, 
Then we are loaning back to Burma half of the local currency re- 
ceived from the sale, but we also leave the rest of it, do we not, in the 
Central Bank of Burma. So you actually have not just injected half 
of this local currency, but you have injected 100 percent, because 
when you leave it in the Central Bank it does work in strengthening 
the economy of the country. 

Is that a correct statement ? 

Mr. Dron. The only resources that Burma gets—and we are 
talking about Burma when you talk about Public Law 480—is they 
do receive the groceries that are shipped to Burma. Then as counter- 
part for that they deposit in our account in Burma their own local 
currency. That local currency is not available and cannot buy addi- 
tional external resources to bring into Burma. It can be used in 
Burma to pay people to build dams and do things of that nature, and 
that is a very good use for it, and we do use it for that purpose. 

Senator Monroney. That is 50 percent ? 

Mr. Dixon. 50 or 100 percent. 

Senator Monronry. The Burmese sale, say, as I understand it from 
the President’s report on activities under Public Law 480, was $22,- 
700,000. In other words, we loaned back, roughly, 50 percent of that 
or $11 million, to the Burmese, and that is what they will use to build 
the dams or the irrigation projects, or things of that kind. 

What happens to the other $11 million ? 
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Mr. Dutton. The $11 million you lend back will pay the cost of the 
labor. It will not produce the cement for the plants. I will look at 
the Burma figures here. The loan was $18 million, a to my 
figures. We have loaned, according to this appendix, table XII of the 
President’s report, to Burma—there was $22 million and the total 
amount of loans to foreign governments, which was Burma, was 
$18 million of that. An additional $4 million was kept for United 
States obligations. 

Senator Monroney. You mean we loaned $18 million back to Burma. 
Is that correct ? 

Mr. Ditton. That’s right. 

Senator Monroney. All on a 40-year plan ? 

Mr. Ditton. I presume so. That has been the standard basis. 

Senator Monroney. It is a little higher than the average. 

Mr. Dituon. The average has been about, I think, 54 percent for 
these loans for development purposes, and another 11 percent we have 
given back to them for military uses. 

Senator Monroney. Of course, Burma will not accept one thin dime 
for military use. 

Mr. Dutton. The figure has averaged over the world close to 70 
percent for country uses in either development or military. 

In the cases of countries that accept only development, like Burma, 
their percentage for development would be nearer the 70-percent figure. 

Senator Monronry. Then do I understand that the difference be- 
tween 70 es and the 54 percent which is loaned back is a supple- 
ment to the military aid under the Mutual Security Act? So we are 
using both Public Law 480 funds and mutual-security funds for mili- 
~y aid to that degree. 

ppendix tables XII and XV, from the report on Public Law 480, 
will be inserted in the record at this point. 

(The tables referred to follow :) 
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Mr. Ditton. There are being used in certain countries both sorts 
of funds for entirely different things. The military-aid funds are 
used to import materials into the country , Whereas the Public Law 480 
funds used for that purpose in countries such as Pakistan are used to 
pay soldiers. They cannot import anything with local currency. 

Senator Monroney. That makes no contribution to their economy. 

Mr. Ditton. That is right. 

Senator Monroney. Because it is used up for groceries or whatever 
the soldiers spend the money for. 

Mr. Ditton. That is correct. 

Senator Monronry. Consequently we are adding to the economies 
by only 54 percent, when we include thie militeas support figure in 
the total. 

Mr. Dituion. Worldwide the figure is about 5414 percent for devel- 
opment. It has been for all practical purposes. 

Senator Monroney. Yes. 

Before we leave the matter of use of Public Law 480 funds for mili- 
tary aid, is that accounted for? Are separate books kept to ascertain 
the cost ‘of the military aid part of the program, or is it another one 

of these counterpart things where Congressmen can pick up X dollars 
in francs and with no accounting to anyone ? 

Mr. Ditton. No. The military part is very carefully kept and is 
used in connection with our whole military-aid program. In the 
presentation of the mutual security program to the Congress these 
funds are figured in with the funds that are asked for under the mutual 
security program. So account is taken of it. 

Senator Monroney. But if Congress is asked to appropriate a bil- 
lion and a half dollars for military security, would we appropriate 
the billion and a half in dollars and then appropriate an additional 
amount in local currencies ? 

Mr. Ditton. We appropriate for military 
and a half in dollars. 

Senator Monroney. How does the money reach the users? Is there 
anything other than the departmental determination of how much of 
the Public Law 480 funds will be used? I am wondering if congres- 
sional controls are being circumvented. 

I wonder if Congress is advised when it is considering the appropri- 
ation bills about this additional source of funds which C ongress does 
not appropriate ? 

Mr. Ditton. Senator, I think actually in this I might refer to sec- 
tion 104 of Public Law 480, which outlines the statement of uses that 
can be made of this currency. Section 104 (c) says, “To procure mili- 
tary equipment, materials, facilities, and services for the common 
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sections. There are about 10 uses of Public Law 480 currency author- 
ized. 

Senator Monroney. I am not questioning what the law says, but 
I am questioning whether there is congressional control to determine 
whether this is being used in the degree of $1 million, or $100 million, 
to supplement the definite figure for which we appropriate dollars, 

On page 40 of the President’s report on activities under Public Law 
480 the biggest item in the list is 54.6 percent for loans to foreign 
governments under the act, and the next column over to the left is | 
payment of the United States obligations under section 104 (f) of | 
the act. A note says: 

In order to provide flexibility in the use of funds, many agreements provide 
that a specified amount of local currency proceeds may be used under sections 
104 (a), (b), (f), (bh), and (i). In some instances, possible use under sec- 
tion 104 (d) are also included in this category. Therefore, estimates based on 
the best information now available are indicated above under subsections 
(a), (b), (h), and (i). Balances not otherwise distributed are included under 
subsection (f). This distribution is subject to revision when allocations have 
been completed. 

If someone can tell me what that fine print means I would appre- 
ciate it. Is this report the only check Congress has on what appears 
to be a total of $573 million equivalent in local currencies ? 

Mr. Ditton. I will say just one thing, that maybe I did not make 
clear myself earlier about this military business. Congress has full 
control over that appropriation because as I have tried to say earlier, 
in the presentation of the mutual security program, both in the au- 
thorizing stage and in the appropriating stage these funds are pre- | 
sented in detail to the Appropriations Committee of the Congress, the 
House and Senate, and they make the additional dollar appropriation | 
for mutual security after taking into account what is available under 
Public Law 480. : 

Senator Monronery. As a member of the United States Senate, if ‘ 
I want to cut $5 million off the use of these local currencies for the | 
use of our military abroad, just how do I do it? It is not in the line- . 
by-line appropriations. ; 

Mr. Ditton. No. The way Public Law 480 is now written there is | 
no way to do it. 

Senator Monronry. In other words, Congress has no control over 
that 4 

Mr. Ditton. Congress has not asked for any such control to date. 
They have outlined merely a whole list of uses for Public Law 480 
local currencies and turned over to the discretion of the executive de- 
partment how those should be divided. 

Senator Monroney. Getting back to the statement that we give 
with one hand and take away with the other, here are figures from the 
President’s own report showing over a half a billion dollars which 
is being withdrawn from these countries by the military use of these 
funds. 

Senator Carenart. These funds are not withdrawn, but they are 
spent in the country. 

Senator Monronery. And they would be spent in the country if 
they were used to develop uranium, tin, rubber, cotton, or anything | 
else. ; 

Senator Carenarr. Of course. 
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Senator Monroney. So the value of the product of that country is 
consumed the same as the product that is mined or grown in that 
country. 

Senator Capenartr. The $573 million you talked about is spent in 
the country because it is their currency. But it is spent for so-called 
military purposes. It is not withdrawn from the country, as you said 
a minute ago. 

Senator Monroney. But the net result is, you have consumed prod- 
ucts there. It is wrong under Mr. Dulles’ theory to consume the 
products that would be useful to other countries in their own economic 
development. 

Senator Capenartr. When did Mr. Dulles say that? He has not been 
a witness here ? 

Senator Monroney. I gather from the statements of Mr. Dillon 
before this committee at the beginning, and the statements made on 
the foreign-aid bill in the House, at least as he was quoted in the 
highly respectable New York Times, and in the statement of the 
Secretary of the Treasury yesterday, that this is not a good plan. 

Senator Cargenartr. I thought the Secretary of the Treasury yester- 
day was very, very generous in respect to the plan, and I thought the 
witness this morning has been very, very generous. The only thing 
he said was it want do any good to take funds now being spent in 
some other direction and put them in here unless the funds now being 
spent in some other direction were maintained. Beyond that I have not 
been able to detect anything other than sincere consideration. 

Senator Monroney. I am sorry to interrupt, but the lack of a text 
forces us to, because it is difficult to go back when you have to trust 
your memory, or a few scribbled notes, in order to keep track of what 

as been said. 

Mr. Dixon. That is all right. 

In doing so, I would like to point to some of the problems and ques- 
tions which will have to be carefully explored in relation to the pro- 
posed association rather than to present firm conclusions. 

As described by the chairman when he introduced Senate Resolution 
264, the proposed International Development Association would be 
established with an initial capital of about one billion in dollars or other 
hard currencies. In this connection the term “hard currency” would 
mean a currency such as the dollar, the pound sterling, the deutsche- 
mark, or the franc, which can be used by a borrowing country—say 
India—to pay for imports of capital equipment or other goods from 
countries which produce such equipment. Of this total initial capital 
of about $1 billion in hard currency, the United States would con- 
tribute about $300 million, and other countries would contribute about 
$700 million. 

In addition, the United States, it is suggested, might assign to the 
roposed association some part—presumably a large part—of the 
‘local currencies” which the United States has received from the sale 

of its surplus agricultural products abroad, chiefly through the Public 
Law 480 program. 

It would be the objective of the International Development Asso- 
ciation, in the words of the resolution, to use these resources—both 
hard currencies and local currencies—to “provide long-term loans 
available at a low rate of interest and repayable in local currencies to 
supplement World Bank loans and thereby permit the prompt comple- 
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tion of worthwhile development projects which could not otherwise go 
forward.” 

Now, there would appear to be a number of important questions 
which will have to be examined and clarified in our further considera- 
tion of the proposed International Development Association : 

The first is, what would be the relationship between such an associa- 
tion and existing United States and international programs concerned 
with development? 

Another is, what are the prospects that such an association might 
be negotiated and organized so as to increase on a continuing basis 
the total flow of capital from the developed countries to the less- 
developed countries of the free world? 

In connection with the first of these questions, the Secretary of the 
Treasury has already spoken of the operations of the World Bank. 
The members of the subcommittee are fully familiar with the im- 
portant role which the Export-Import Bank plays in our national 
program of financing foreign economic development. I would like 
to say a word about the role of the Development Loan Fund, and of 
the uses for development purposes of local currencies held by the 
United States abroad. 

Development Loan Fund: The Development Loan Fund was estab- 
lished last year as an important instrument of American foreign polic 
after extensive consideration by the Congress and the executive easel 
and after the submission of expert studies by several private business, 
research, and public interest organizations. In order to establish the 
Fund, the Congress appropriated $300 million for fiscal year 1958. 
It also authorized, but did not appropriate, an additional $625 million 
for fiscal year 1959. 

Senator Monroney. That is an amount being asked for in the cur- 
rent foreign aid bill on which hearings are now being held in the House 
and scheduled in the Senate ? 

Mr. Diiton. Yes, sir. It has been authorized, so it is only a 
question of appropriations. 

The President has now requested Congress to appropriate the addi- 
tional $625 million already authorized. The executive branch has also 
proposed that the Development Loan Fund be incorporated, in accord- 
ance with the expressed wishes of a number of Members of the Con- 
gress. We are proposing that the Board of Directors of the new 
corporation, which would be chaired by the Deputy Under Secretary 
of State for Economic Affairs, would have as its other members the 
United States Executive Director of the World Bank and the Chair- 
man of the Board of Directors of the Export-Import Bank, as well as 
the Director of the International Cooperation Administration and 
the Managing Director of the Development Loan Fund itself. 

Senator Monronry. Why are we just getting around now to incor- 
porating the Development Loan Fund! 

Mr. Ditton. The incorporation was not authorized in the law last 
year. We are asking it be incorporated this year because in the report 
of the final conference committee on authorizing legislation, the 
members of the committee unanimously recommended this year that 
we recommend its incorporation. So we are following that recom- 
mendation. 

Senator Monroney. Could you have incorporated it before? 

Mr. Dixton. No, sir, we could not have. 
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Senator Monronry. You have to have authorizing legislation in 
order to incorporate ? 

Mr. Ditton. Yes, sir. 

Senator Monroney. So you have been operating under what sort 
of organization? I understand you have made some loans. 

Mr. Ditton. As an unincorporated fund. 

Senator Monroney. What is the difference between an unincor- 

rated fund and an incorporated fund ? 

Mr. Ditton. An incorporated fund is a fund that has a life of its 
own, an existence of its own, and a permanence; whereas this fund as 
it is now constituted is merely a part of the ICA and of that opera- 
tion, although it has been so organized by the Congress, so it is sepa- 
rated out and given as much personality of its own as possible, but 
it is legally merely a part of the ICA. 

Senator Monroney. As it is removed from the ICA, does that put 
it beyond the reach of specific appropriations by Congress of its 
capital ? 

fr. Ditton. The capital that it has has been appropriated by the 
Congress for the specific uses outlined in the law creating it. 

Senator Monronery. The Congress has the right to review the wis- 
dom or lack of wisdom in making the loan as an unincorporated fund ? 

Mr. Ditton. That is correct. 

Senator Monroney. If it is incorporated do you move to a cor- 
porate structure which is independent of the Congress as regards the 
wisdom of the use of its capital stock in making the loan ? 

Mr. Ditton. No, sir. There is no difference. When it is incor- 
porated there is a special provision in the Government Corporation 
Control Act which requires a detailed report annually, and we plan 
to report more frequently than that. 

Senator Monronry. That is after the fact, but we could no more 
review or question the wisdom of a loan, except when they come 
for additional capital assets, than we can question the wisdom of a 
loan by the Export-Import Bank once we have provided the capital 
funds. Therefore this bank will be as free of congressional control 
over the uses of the capital stock, excepting for new appropriations of 
capital, as would be the Export-Import Bank. That is correct, is it 
not? 

Mr. Ditton. That is correct, Senator, but that is the same situation 
which now exists with the $300 million in the fund, which can only be 
reviewed after the fact when we come up for new money each year. 

Senator Monroney. But it is closer to Congress because it is part of 
the ICA, which is definitely answerable for the wisdom of each loan 
that it makes. I believe that when we incorporate it we move it one 
step further from congressional control. 

ds not object. I approve of the corporate system. I am strongl 
in favor of it. The International Development Association wiier'y 
am proposing would be on the same pattern, with no more congres- 
sional review than we would be able to exert over the State Depart- 
ment bank once it is incorporated, in fact even less, because IDA 
would be an international organization. 

Mr. Ditton. Senator, I think I can clarify that. I do not think 
the mere fact of incorporation changes anything, but if after being 
incorporated the Congress should vote this corporation enough funds 
to last for several years, they would then reduce their control. If they 
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only vote them enough on a year-to-year basis, they would keep the 
same degree of eoatrel. 

Senator Monroney. You have received $925 million if this present 
appropriation request goes through. 

Mr. Ditton. That is correct, which we feel is fairly close to 1 year’s 
funds. 

Senator Sparkman. As a member of the Foreign Relations Com- 
mittee, I want to say I do not subscribe to this idea at all. I think 
Congress will have complete authority to review the funds and the 
uses to which they are put, whether it is incorporated or not, and I 
believe will do it each year. I am sure the Foreign Relations Com- 
mittee will, and I feel quite certain that the Appropriations Committee 
will too. 

Mr. Ditton. That is correct. 

Senator Sparkman. I would not like the impression to be created 
that your statement is correct. 

Senator Monroney. Do you review the Export-Import Bank in the 
Foreign Relations Committee / 

Senator Sparkman. That is an entirely different proposition. The 
Export-Import Bank and the World Bank are set up on different bases. 

Senator Monronrey. I understood he said it would stand in the same 
light as the Export-Import Bank. 

Senator Futsricut. The Export-Import Bank is not immune from 
review by this committee. We can review it at any time we want to. 
We have members up every year and we discuss what they are doing, 
and so on. 

The Senator from Indiana takes a great interest in that himself and 
has often done it formally and informally. 

Senator Carenart. On the most minute scale. 

Senator Monronry. But Congress cannot cancel an Export-Import 
loan, once made, in the wisdom of the corporation. 

Senator Foursricut. That is right. 

Senator Monroney. The same thing would be true in this bank, 
but when the money was in the ICA and they made a grant and that 

rant had not been fully carried out, then the Congress could, by direct 
egislation on the foreign aid bill, terminate that. I am in favor of 
the corporate approach, but I am merely pointing out that 

Senator Futsricut. Congress can abolish the Export-Import Bank 
tomorrow, if we all wanted to. 

Senator Monroney. I am in favor of the proposed corporate struc- 
ture, but I am pointing out the argument against international lending 
being out of the direct control of Congress applies also to the Export- 
Import Bank, once a loan is committed. 

enator SparKMAN. To my way of thinking there is a material 
difference here. Congress appropriates money directly to the Devel- 
opment Loan Fund. 

Mr. Dron. That is right. 

Senator Sparkman. And it will continue to do so even if it is incor: 
porated. In other words, the incorporation would be for the purpose 
of managing the fund that Congress appropriates, whereas in the case 
of the World Bank it raises its money on the basis of its capital stock. 
To some extent the same thing is true of the Export-Import Bank. 
I believe it gets its money from the Treasury upon authorization by 
Congress and is not dependent upon direct appropriations. 
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Mr. Ditton. That is correct. 

Senator Sparkman. The Development Loan Fund must depend up- 
on appropriations which will be made by Congress each year, and be 
reviewed by Congress each year. 

Mr. Ditton. That is correct. 

Senator SparKMAN. It seems to me that is the real difference. 

Mr. Ditton. In this way we would ensure that the soft-loan opera- 
tions of the Development Loan Fund will gear into the hard-loan 
activities of the two banks, as well as take account of the activities, 
including the lending operations in Public Law 480 local currencies, 
of the International Cooperation Administration. 

The appropriation being requested for the Development Loan Fund 
is the minimum required to establish the Fund on a sound and firm 
operating basis and to meet in some reasonable degree the needs for 
developmental capital during the coming fiscal year. Until we are 
able to record a year of experience in the active operation of the Fund, 
the executive branch has decided that it will not ask for the funds that 
will be required if the Development Loan Fund is to make an effective 
long-term contribution to development. 

he Development Loan Fund has already received from a large 
number of foreign countries applications for financing totaling over 
$1.8 billion. Of the $300 million now available to the Fund, $142 
million has already been allocated for specific proposals. 

Senator Monroney. Could you detail the loans that have been made ! 

Mr. Ditton. The only loan that has been fully committed is $75 
million to India. The rest of this $142 million of loans have been 
allocated by the Fund and they are in process of negotiation. We do 
not know either the exact amount or the details. In some cases the 
countries themselves have not been informed. 

I would be glad to give the committee that information on a classified 
basis until such time as the negotiations are completed. We do not 
want to make it public in the middle of the negotiation. 

Senator Monroney. Is not the $142 million then slightly misleading 
in that the loan has not been closed and the terms have not been 
agreed to? 

Senator Carenart. He says it has been allocated. 

Senator Monroney. But no reference is made to the figure of $75 
million which is the only loan which has been made. I am just criticiz- 
ing whoever was the writer of the statement for not using the figure 
of $75 million which is ready for disbursement, rather than to double 
the figure practically and say that these have been “allocated,” but 
only the Lord knows to whom, on what terms, for what purposes, or 
whether they will finally sign the paper after everything 1s agreed to. 

Mr. Ditton. All these proposals are requests from other countries, 
so I do not think there is any doubt but what they will want the money 
and will take it. All IT was trying to indicate was, of the $300 million 
we have already firmly made up our minds where we think a total of 
$142 million can be used. 

I was not trying to say it was ready to be spent. 

Senator Monroney. These loans are all in dollars? 

Mr. Ditton. All in dollars. 


Senator Monronry. You do not loan any counterpart funds? 
Mr. Ditton. Not under this program. 
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Senator Monroney. To whom are the Public Law 480 funds loaned 
in the amounts shown in the President’s report? Do you have any- 
thing to do with that lending? 

Mr. Ditton. That lending power is under the authority of the In- 
ternational Cooperation Administration. 

Senator Monroney. So we have another bank over there? 

Mr. Dron. As far as these local currencies are concerned. That 
is what I pointed out. In the Development Loan Fund having the 
Director of the ICA on our Board, we are able to coordinate the two 
operations. 

Senator Monronry. Why do we not coordinate them by putting 
them together ? 

Mr. Ditton. It might be a very possible and useful thing. 

Senator Monroney. Except that Mr. Dulles does not believe these 
foreign currencies are worth anything. 

Mr. Dron. I do not think we have ever said that. 

Senator Monroney. In multilateral lending. 

Mr. Ditton. Their use is limited, as I hope to point out a little 
later, in multilateral lending. They are very useful in the country 
concerned. 

Senator Monronry. I agree with you they are of limited use, but I 
think a mechanism could be found by a man of your caliber and with 
your knowledge of international finance and banking to use them 
without danger of inflation or other hazard to the issuing country. 

Let us return to the subject of your dollar loans. What are the 
usual terms ? 

Mr. Ditton. Repayment depends on the type of loan. We make 
loans or we will make loans for as much as 40 years, for projects 
such as irrigation, dams, multipurpose dams, anything that is very 
long-term basic economic development. 

On the other hand, if we make a loan to a country for the purpose 
of purchasing trucks, something of that nature which wears out in 
10 years, we would probably make it a 10-year loan for those trucks. 

Senator Monroney. Is this an accurate statement of the policy of 
loan terms and conditions? I am reading from the booklet on the 
Development Loan Fund, issued by the State Department I presume. 
It is paragraph 10, Loan Terms and Conditions: 

Operations of the Development Loan Fund, particularly in its early days, are 
to be kept flexible with respect to forms of securities, loan terms and conditions. 
Interest rates, types of collateral, maturities, terms under which funds may 
be disbursed, currencies in which repayment may be made, terms of repayment 
and amortization will be handled on a negotiated case by case basis. 

Is that correct ? 

Mr. Dirtton. That is correct. 

Senator Monronry. Then what we are going to have is so much 
flexibility that as to two neighboring countries borrowing from the 


Development Loan Fund, one will borrow for 20 years and the other | 


may borrow for 40 years. One may borrow at 4 percent; the other 
may borrow at 2 percent. Now, how are we going to keep secret the 
fact that Burma perhaps got a better deal from the Development 


Loan Fund than did Ceylon? I think that without standards and a | 
pattern of rates for each type of project we are liable to make more 


enemies than friends. 
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One of the fundamentals of foreign trade—at least I have been 
told so by the State Department year after year—is the “most favored 
nation” clause, because of which if we lower our tariff for one, we 
must lower it for all. 

And yet it would appear that in Mr. Dulles’ bank the one who can 
drive the hardest bargain or make the strongest commitment in sup- 

ort of Mr. Dulles’ policy will get the best deal. At least the flexi- 
bility indicated in the announcement would suggest that our State 
Department bank has no standards which apply to all. 

Mr. Ditton. That is not correct, Senator. It is not possible to put 
everything into that statement. 

There are two things that you mentioned. One was that we should 
have a standard that was the same based on projects, and the other 
was this question of difference in interest rates between countries. 
There will be differences of interest rates between countries. Projects 
of the same type will, however, bear the same interest rates and be 
for the same length of time. That information is now standard and 
is available for these borrowing countries. The press release contain- 
ing the information appears in the appendix, page 316. 

The Congress last year specifically wished and we wished—we think 
it is the right way to handle development—to handle it on a project 
basis and not on a country basis for political objectives. Therefore, 
these loans are not made on a country basis. They are made on the 
same basis of projects. The length of the loan and the amount of the 
interest to be charged are based on the project rather than on the 
country to which the loan is made. 

Senator Monroney. Could you give us a sample then of the pub- 
lished interest rates and maturities on these projects? You told us 
that $75 million had been committed to India, but you asked that the 
remaining applications be confidential because the other loans are still 
in the process of negotiation. 

Now, I wonder if that means that there are still differences over 
which interest rates or terms of repayment are involved in these con- 
tinuing negotiations. 

Mr. Ditton. Usually it is not that. It is usually more complex 
factors, such as exchange rates, because these loans are repayable 
in local currencies and it is a question of figuring out how much of 
the local currency is the equivalent of the dollars. 

We have announced that loans for fundamental, basic economic 
overhead projects will bear an interest rate of 314 percent. 

Senator Monroney. That is basic economic projects ? 

Mr. Ditton. Overhead, yes. Such as dams, roads, transportation, 
railroads, ports, irrigation, things of that nature. 

Senator Monroney. Will bear what rate? 

Mr. Ditton. 31% percent, sir. 

Senator Monroney. 34% percent? And how many years? 

Mr. Drt0on. That will vary according to the life of the project. 
In the case of the Indian loan, part of that $75 million was for the 
railway system, and that will bear this 314-percent rate. It will be 
for 20 years because the funds are being spent for railroad cars, the 
construction of them, and the World Bank and other institutions 
have generally felt that 20 years is a reasonably fair estimate of the 
useful life of these cars without substantial overhaul. 
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Senator Monroney. In other words, aside from a difference of about 
one-half percent in interest, the W orld Bank and the Development 
Loan Fund make loans on about the same terms? Is that correct ? 

Mr. Ditton. Current loans of the World Bank run about 514 per- 
cent. 

Senator Monroney. They can make them as low as 4 percent, as | 
understand. 

Mr. Ditton. Their loans are based on the cost of their money, 
because they go out and sell bonds in the market place, now, to get 
the bulk of their money, and they base their loans on that rate plus 
about 1 percent for their cost. So they vary up and down. 

In times of cheap money, they did make them I think as low as four, 
as you said. Now their ‘ate is 51% sen 

Senator Monroney. Yesterday Mr. Capehart was objecting to our 
penne loans at less than the going rate. Iam all for that, but Mr. 

Capeha irt was against it yesterday ‘when we were t talking about IDA. 

Senator Carenart. I am still against it, too. I make no apologies. 

Senator Futsrient. Mr. Chairman, will the Senator yield to me 
for a question ? 

Senator Monronrey. Yes. 

Senator Futsrieut. I have to go to my office, and— 

Senator Monroney. I would much prefer to have you question the 
witness, 

Senator Futsricnt. No; I want to make a suggestion. I note in 
the report of Public Law 480 funds that you have certain large 
amounts for certain countries—specifically, Brazil, India, Pakistan, 
Spain, and Yugoslavia. They are the largest at least on this table 
on page 7, which says “Status of foreign. currencies under Public 
Law 480.” 

What I think you could do that would be very beneficial to the 
committee is to prepare a memorandum, not just at this moment 
but for us of the committee and certainly for my enlightenment, on 
the specific reasons why these credits, these local currencies, have 
very limited if any use multilaterally. 

This is a very abstruse subject, TI may say, and it is not easy for 
anyone to put it in a few words. But I think it would be useful 
not only in this connection but in other connections if you would 
prepare a concise and lucid explanation. Do not make it so compli- 

cated that nobody can understand it. But an explanation why these 
currencies cannot be used beneficially multilaterally, they have this 
use really only within that country, and why, therefore, they would 
not make a contribution to an international fund. 

At least I understand that is the position of the State Department. 
You make that assertion. But I do not think you quite develop the 
persuasive reasons for that. 

Do I make myself clear? 

Mr. Ditton. You make yourself perfectly clear. There is one 
problem, Senator. I have attempted further on in this statement to 
say in a lucid, not too complex manner why these are not available 
for use multilaterally readily. 

However, as you said, this is an abstruse and aes subject on 
which to make a definitive statement, and it cannot be really definitive 
unless it goes into some detail. 
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We would be glad to make a special memorandum which might have 
a summary that was simpler and then a more detailed thing to back 
it up which would really show the facts in detail. 

The Secretary of the Treasury yesterday went into that to some 
extent in his testimony, too. 

Senator Futsrient. He asserted that, but I don’t think he de- 
veloped the reasons why. There is still considerable confusion in 
my mind and in the minds of others why the currencies of these 
particular countries, these soft currencies, are not interchangeable 
among these countries. 

Granted you cannot convert the Spanish or Brazilian cruzeiros 
into dollars, but why can they not be used beneficially among the 
soft currencies ? 

I think you ought to explain all of those relationships and the 
limitations that apply to these particular currencies. You can use 
those large amounts as illustrations, I think. 

Mr. Ditton. Toward the end of my statement I do attempt to 
make a simple illustration of that using Brazil as an exampie today, 
but we can certainly enlarge upon that, make a more definite state- 
ment, and give it to you for the use of the committee. 

Senator Fuxsrrcir. I think if you are persuasive on the poi’ they 
really are not useful outside of that country, then it is a very serious 
consideration in this whole matter. 

Mr. Dixon. That is right. 

(The information referred to follows :) 


UNITED STATES-OWNED LOCAL CURRENCIES: THEIR USES AND LIMITATIONS IN 
EcONOMIC DEVELOPMENT 


During a hearing before the Subcommittee on International Finance of the 
Senate Banking and Currency Committee on March 19, at which the proposed 
International Development Association was under discussion, Senator Fulbright 
asked Deputy Under Secretary of State Dillon to submit a statement explaining, 
as simply and briefly as possible, why United States-owned local curren¢y h>ld- 
ings are of limited use multilaterally for economic development purposes. This 
paper is submitted in response to that request. 

The currencies of the less developed countries now comprise, and in the fu- 
ture are likely to constitute, the great bulk of the holdings of the United States 
of the local currencies of foreign countries. Of the $1.8 billion of foreign cur- 
rencies owned by the United States and unexpended under existing Publi: Law 
480 agreements at the end of last year, some $1.6 billion represented the cur- 
rency of less developed countries. 

The usefulness of a less developed country’s local currency is determined by 
the economic position of that country. For the currency of any country is sim- 
ply a claim against that country’s existing economic resources. It is to a na- 
tion’s economy what a checkbook is to a checking account. Expenditure of its 
own currency by a less developed country does not make more resources avail- 
able to it, any more than writing checks increases a bank balance. 

The less developed countries face a deficit rather than a surplus of useful re- 
sources. They need all the resources that they have in order to meet their own 
essential needs; and, in addition, they need more resources, which they do not 
now have, in order to carry forward economic development. The fact thet these 
countries have a shortage of resources for development is the reason why they 
Are considered as “less developed” countries. 

It is clear, therefore, that unless they receive at least equivalent resources 
in return the less developed countries cannot provide resources to other coun- 
tries without a setback to their own economic growth. If the United States 
were to use a less developed country’s local currency to remove resources from 
it for use by other countries we would cause such a setback. 


23579—58——9 
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It has been suggested, however, that United States-owned local currencies 
could be used to exchange resources between less developed countries which 
have complementary needs: We would give country X resources from country Y 
and vice versa, by lending each country the other’s local currency. 

To the extent that it is feasible, this sort of exchange is already going on 
through normal commercial channels. The less developed countries trade with 
each other to their mutual advantage. They trade jute for oil, rice for textiles, 
spices for lumber, and so forth. In a few cases they may even trade steel, but 
they get needed physical resources in return. If, however, Brazil borrowed 
rupees from the United States or from a multilateral fund and used those 
rupees to procure steel from India, by that act Brazil would be taking out of 
India a physical resource which India needs for its own development ; and India 
would get no compensatory physical resource in return. As a developing coun- 
try, India is in no position to make resources available to other countries on 
any significant scale without receiving essential goods in return. 

It should be noted, moreover, that the local currencies of less developed coun- 
tries—cruzeiros, rupees, pesos, hwan, bolivianos—cannot be used to procure the 
agricultural machinery, the power equipment, the harbor dredges, the railroad 
ears, ete., that are especially needed for development, for the reason that these 
things are not produced within the less developed countries and must be imported 
from the industrialized countries. 

There is no present obstacle to trade between the less developed countries 
which would be removed by United States governmental action in lending these 
countries each other’s local currencies. Such lending would not, therefore, in- 
crease the exchange of goods that is now going on between these countries. 

Although local currencies are not a useful way of adding to the total resources 
of the less developed countries, they can help to mobilize resources already within 
such countries. They may enable a less developed country’s government to direct 
existing economic resources to particular internal uses more effectively. This 
will be especially true where obstacles exist to the government’s securing local 
currency for this purpose by borrowing from the central bank or other internal 
means. 

The United States is now using local currencies to help governments of less 
developed countries mobilize their resources in this way. We do this by lending 
them the local currencies for specified development purposes. By the end of 
1957, $463 million of local currencies had been allocated to approved development 
projects and actual disbursements of funds totaled $259 million. 

It is clear from what has been said above that local currency loans for in- 
ternal purposes cannot have the effect of reducing the need of a less developed 
country for United States external assistance. The basic element of that as- 
sistance is foreign exchange, which can be used to acquire goods and services 
that the less developed countries do not now possess. These countries will con- 
tinue to need such goods and services, even if they use their own local currencies 
to make the most effective possible use of their internal resources. 

So long as local currencies cannot be used to provide a net addition to a 
country’s resources, by transferring resources to it from some other country, 
they cannot be used to reduce the requirement for United States dollar assistance, 

Eventually, we believe that it will be possible to use some of these local cur- 
rencies to remove resources from some presently underdeveloped countries for 
United States or other uses. As these countries’ development and production 
increases, it should be increasingly possible to do this without economic damage 
to the country concerned. This is not expected to be the case for a considerable 
period, however. Premature use of these local currencies to remove resources 
from less developed countries would only set back their development and increase 
their needs for other types of assistance from the United States. 

To sum up, the limitations on the usefulness of our local currency holdings 
result from the economic condition of the countries in question and not from the 
fact of United States ownership. The utility of these local currencies of less 
developed countries as an instrument of multilateral economic development will 
remain very limited until their economic growth reaches the point where they 
begin to pass out of the category of less developed countries and develop a ¢a- 
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pacity to contribute to the development of the countries that have not yet made | 


the transition. 

Senator Carenart. Mr. Chairman ? 

Senator Sparkman. Mr. Chairman, may I ask a question before you 
get away from the loan to India? 
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Senator Monroney. Yes. 

Senator Capenart. Mr. Chairman, may I ask a question on the same 
subject ¢ 

Senator Monroney. If his question is on the same subject, let’s go 
back and forth. 

Senator CarenHarr. My question is on the same subject as Senator 
Fulbright’s. May I ask one question ? 

Senator SparkMAN. Go ahead. 

Senator Carenart. Is it not a fact that the chief and main reason 
is that we sell them surplus goods under Public Law 480 and take their 
currencies and agree in advance what the currencies we take will be 
spent for? Is that not primarily the reason for it ? 

Mr. Ditton. That is quite correct, Senator. That is an important 
fact, a legal fact, that these are not available to us. 

I think that Senator Fulbright also had in mind a fact that went 
a little beyond that—even if we had free local currencies of these un- 
derdeveloped countries, soft currencies, we feel that they are of not 
much use in the development process. 

Senator Carenarr. I know what Senator Fulbright is thinking 
about. He is thinking: Why can we not just take this $29 million 
that is in Argentina and spend it in Brazil if Brazil will take Argen- 
tine money? That is what he is thinking about, and I have been think- 
ing about the same thing. 

I understand the. reason you cannot do that is because when you 
made the deal on the Public Law 480 surplus food product, you made 
a certain agreement in respect to the $29 million. Is that correct? 

Mr. Ditton. That is correct. 

Senator Carenarr. Yes. 

Senator Futsrieur. I do not want to leave it quite that way. I 
agree with the Senator that you make these agreements and that that 
in itself is a legal prohibition. But why do you have to make these 
agreements ? 

Senator Carenarr. That is a good question. 

Senator Futsrigur. Why can you not sell this without these agree- 
ments? That is what I am getting at. 

Senator Capenartr. That is a good question. 

Senator Futsrieutr. Because the question would be on the part of 
the committee: “What are the basic economic relationships which 
really pertain to balance of payments that underlie the necessity for 
these agreements ¢” 

Mr. Ditton. The basic reason, of course, is that these countries 
would not purchase these commodities under Public Law 480 if they 
thought they had to pay for them by exporting their own resources 
which would be the case if the currencies were convertible. 

Senator Futsrieut. That is the thing I want you to develop. 

Senator Carenart. In other words, if the Argentine currency were 
used by us in Brazil, then the Brazilians would buy with Argentine 
resources and take it out of the country. 

Mr. Ditton. That is right. 

Senator Capenart. I think it is fairly complicated, but I think we 
understand it. 

Senator Sparkman. Mr. Chairman, before we get away from the 
loan to India, I wanted to ask this question. You were talking about 
the rate of interest being 3 percent. Is that right? 





126 INTERNATIONAL DEVELOPMENT ASSOCIATION 


Mr. Diti0Nn. 31% percent for part of the loan. 

Senator Sparkman. For part of the loan. And for another part it 
runs as high as 5 14? 

Mr. Ditxon. I think it is 514 percent. 

Senator SparKMAN. 514 percent ? 

Mr. Diuion. I think that is accurate. 

Senator Sparkman. Why that high rate, and what part of the loan 
does that apply to? 

Mr. Ditton. We have made the determination that it was good 
policy to apply a similar rate to that charged by the Export-Import 
Bank for loans for what we call profitmaking enterprises, such as a 
factory or something of that nature. The reason for that was that 
many of these apes of things are privately operated, and the Export- 
Import Bank felt very strongly—and we are by law supposed to co- 
operate and work with them—that in a country in which they were 
operating if we would lend money to one manufacturing concern, 
private concern, at a rate that was considerably below what they had 
used to lend to another manufacturing concern, they would never be 
able to make any more loans in that country because they would 
always want to come to us. } 

That seemed a very reasonable thing, so, therefore, in order not to 
have, as we have said, bad money drive out good, we kept the rate the 
same as theirs. 

Senator SParKMAN. Do we make the loan directly to the private 
concern, or do we make it to the government ? 

Mr. Ditton. We can do both. 

Senator SparKMAN. That is all, Mr. Chairman. 

Senator Monroney. But all of the loans are in dollars? You use 
no counterpart under your program ¢ 

Mr. Ditton. The Development Loan Fund at the moment only has 
dollars to lend. 

Senator Monroney. Do we negotiate at all on the repayment in 
local currencies or accept complete repayment in local currencies? 

Mr. Ditton. On that we have the choice. Some of our loans will 
be repayable part in local currencies and part in dollars. 

Senator Monroney. Will that not create confusion and is alleged 
to be favoritism if we require more dollar repayment from country A 
than from country B? 

Mr. Dixon. That might be correct, but that is the same thing that 
exists now. In countries which are further advanced and which 
have less need for assistance, that are more able to pay off in dol- 
lars, those countries primarily get their resources from things like 
the World Bank or the Export-Import Bank or they would be able 
to pay in dollars to the fund. That same thing exists now. 

In Latin America, over the last years, they have received their 
primary assistance from us in the form of loans from the Export- 
Import Bank, which are repayable in dollars rather than in local 
currencies. 

Senator Monroney. But I still say your ambassador is going to be 
quite a busy man explaining to country A why it must repay 50 per- 
cent in dollars, while neighboring country B can pay in cruzeiros or 
something else. 
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Again I get back to the disadvantages of the State Department 
mixing up its job of public relations and diplomacy for America, 
with that of loan officer and bill collector. 

I am trying to examine the relative advantages of the Develop- 
ment Loan Fund and the alternate proposal which we are consid- 
ering. 

In the operation of the proposed International Development 
Association, several people who are experienced in the use of multi- 
lateral currencies have recommended that if you make the loan 60 

xcent in soft currencies and 40 percent in hard, it should be repaid 
in the same proportion of soft currencies and hard currencies. There- 
fore, we could create an incentive to use, where possible, the soft 
currencies that would be the additional capital of the International 
Department Association. 

But here the Ambassador or the Secretary of State or the Under 
Secretary of State for Economic Affairs must make the cold, hard 
decision that one country may pay back completely in local currencies 
but its neighbor must pay back 20 percent in dollars. 

I think you recognize that you are going to have quite a lot of 
roblems in explaining that. Even though your interest rate might 
e the same on the same type projects and your payout might be in 

the same number of years, the issue of the currency to be used is going 
to create many problems. 

Senator CApeHart. May I ask the Senator this question: Is your 
proposal going to cure all that? Are you going to set up a system 
where everybody pays the same interest rate, where everybody gets 
the same terms and everybody 

Senator Monroney. Let me refer to two publications. The first is 
the one I reada whileago. Paragraph 10 says: 

Interest rates, types of collateral, maturities, terms under which funds may 
be disbursed, currencies in which repayment may be made, terms of repayment 
and amortization will be handled on a negotiated case-by-case basis. 

Now, the distinguished Under Secretary said they are going to 
regularize the duration of the loan and perhaps regularize the interest 
payment. But when it comes to the repayment in currencies, that is 
still left open to negotiation. 

The second publication is a report of the World Bank to the United 
Nations, made in 1949, page 100: 

While it is true that the granting of intergovernmental loans may be influ- 
enced by political or other noneconomic considerations, they have, nonetheless, 
proved of substantial value, particularly where risks are involved that are not 
within the range of private capital. It must nevertheless be emphasized that 
there may be solid advantages in international loans and guaranties such as 
the bank engages in over direct intergovernment lending. Among such advan- 


tages stress may be laid on the fact that the bank for which 48 nations are today 
jointly responsible— 


it is now 60— 


is governed by a set of principles and rules internationally agreed upon and its 
action is cooperative in character rather than bilateral. 


However you negotiate a loan from the State Department’s bank, 
you are going to suspect that the terms—even to the degree of repay- 
ment in various types of currencies and the value at which these cur- 
rencies will be credited to the loan, which the distinguished Under 
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Secretary said was one of the issues holding up some $70 million worth 
of loans today—are still a political issue. 

That is, I think, one of the prime disadvantages of unilateral loans, 

Senator Capenart, Every loan the World Bank makes is different 
in many, many respects. Every loan the Export-Import Bank makes 
is different in many respects. Every loan the Fund makes will be 
different. And, if the world accepts your idea, every loan made under 
your proposal will be different. 

Senator Monroney. The Secretary in answer to your question said 
“Local currencies are not of much use in the development program,” 
That was, I think, his statement. Yet this bank, the State Depart- 
ment Bank, is going to make these loans—they are asking for $625 
million more to supplement their $300 million—the repayment of 

ractically all of which is going to be made in the same type of cur. 
cin that the Secretary has just said is not of much use in the 
development program. They are of no use to the United States. 

We are trading surplus agricultural commodities for Public Law 
480 local currencies today. We are begging the countries to take at 
least 50 percent of them back as a loan for 40 years at 2 percent. And 
yet the repayment to the State Department’s bank will be in the same 
frozen local currencies for which they say no use exists. 

If, as they contend, all we are getting back is a. stagnant pool of 
unusable currencies, that is not my idea of a bank. 

Senator Capenart. The Senator could very easily cure that by 
getting a majority of the members of the Senate and the House to 
repeal Public Law 480. 

Senator Monroney. No. I am in favor of Public Law 480. I am 
merely insisting that there is some use for the bales of currency that 
we are generating in exchange for bales of cotton. And until we 
find some use for it, the Congress had better do a little studying to 
find out what we are going to do with the Public Law 480 currencies 
we are getting now for agricultural surpluses, plus a billion dollars 
or more that is going to come back in repayments on State Depart- 
ment loans. 

Senator Carenarr. The currencies now are used within the coun- 
try that originally owned the currencies, That is where they are 
used. 

It is used for a good purpose, and it is used to help that specific 
country. 

It serves a good purpose. 

Senator Monronry. Perhaps the Secretary wil) detail to us the 
uses for which you intend to employ these frozen currencies when 
they come back in repayments. 

Mr. Ditton. The same uses that we use Public Law 480 for now. 
Certainly it was a false impression if I said loca) currencies were 
of no use in the development program. 

Senator Monroney. “Not of much use” was the quote. 

Mr. Ditxon. What I meant to say—and I think if it were looked 
at in the context of the remarks that would be clear—was that they 
were not much use in importing capital equipment. That is the need, 
the primary need, of these local countries in their development. 

However, it is of great use in paying wages locally and being used 
in cooperation with this import from outside of capita) equipment 
or capital resources to build any project. 
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Now, when we make particular loans—— 

Senator Monronry. You say they are not much use in imports of 
capital equipment ? 

Mr. Ditton. No, sir; I did not say that. I said the local currencies 
are of not much use in importing capital equipment. 

Senator Monroney. That is what I was trying to say, yes. 

Mr. Ditton. Yes. Because they cannot pay for it. 

Senator Monroney. I think we are clear on that point. 

Mr. Ditton. We are clear on that point. But what we do now in 
the Development Loan Fund, whenever we have a project, is to spe- 
cifically look to see what is needed in the way of external capital 
resources to carry that project out. We generally try to furnish 
funds from the Development Loan Fund to cover that cost. We then 
see what local currencies we may have available in the country in the 
form of Public Law 480 currencies, and we use those simultaneously 
in the same project to pay the local currency costs. We are doing that 
right now. 

Senator Monroney. But all the external trade has to be in dollars. 
No other country helps in any way on this operation. Yet, under the 
multilateral use of local currencies, Thailand can help Laos and Cam- 
bodia, just as they are doing today. 

They were so grateful for the fact that with United States help 
under the point 4 program, for helicopters and DDT, and with the local 
contribution of trained Thai technicians, they eradicated the malaria- 
bearing mosquitoes from Thailand—it is now malaria-free where it 
used to have a 50 percent malaria incidence—that Thailand without 
any expense to the United States, as a duty to Buddha, is determined 
they will eradicate the malaria-bearing mosquitoes from Laos and 
Cambodia. 

When the State Department insists on putting all this thing on a 
basis of dollars and underestimates the religious impulses of the world 
and that those who have been helped wish to help others, then you are 
going to force this country into a policy where only dollars have any 
external uses in this program. That is another thing that I object 
to about the unilateral State Department Bank rather than a multi- 
lateral organization which would give other countries an opportunity 
to do a part of this work which they are capable of doing and would 
do with the proper leadership from the United States. 

Mr. Ditton. Maybe I might clear up something. I am not opposed, 
neither is the State Department opposed, to this development associa- 
tion, this proposed International Development Association. We see 
no reason why it cannot operate in conjunction with our own Develop- 
ment Loan Fund. We do not think that they are mutually exclusive. 

As to the use of funds, we are entirely in agreement that in the 
technica) cooperation program in every way in which we can draw 
other nations together that should be done. That is our policy. 

However, when it comes to capital development, although we 
would still like to have the same policy, it is unfortunately the fact 
that the underdeveloped countries are not able to produce, just do not 
produce, steel for bridges, cement, complicated machinery, and things 
of that nature. Those things, that part of the development program, 
have to come either from the United States, from Europe, or from 
Japan or one of the more developed countries. 
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Senator Monroney. But there are things that these underdeveloped 
countries do produce. Iam sure that probably India has some cement 
plants. I am sure that there may be some products of steel that she 
has in her growing steel industry that she might be willing to share, 
because I think the Indian people are a very religious people. 

I think we are being very short sighted in, as the State Department 
has consistently done for 18 months, writing off as of no value any 
contribution that the people who have been helped in Asia are willing 
to make to help others. 

Senator Carenart. I challenge that statement. 

Senator Monroney. Well, do you want me 

Senator Carenart I think it is unwarranted and unfair, and I think 
it is not factual. I want the record to show it. 

Senator Monroney. I will put in the record a report furnished by 
the State Department dated January 1957 in answer to my request 
that is an example of the negative attitude I have indicated. And 
I think largely the statements 

Senator Carenart. By whom was the statement ¢ 

Senator Monroney. It was sent to me with a covering letter by 
the Assistant Secretary of State for Congressional Liaison—Mr. Hill 
at that time. 

Senator Carenart. What did he say? 

Senator Monroney. I will put the whole thing in the record. 

(The document referred to follows :) 








Use AND Status oF Mutua Security COUNTERPART FuNpDs, Pustic Law 480 
LocaL CURRENCIES, AND Mutua Security Section 402 SALES PROCEEDS 


(Prepared by State Department at request of Senator Monroney, January 1957) 
SUMMARY 


No large reservoir of local currencies is available now to the United States in 
Western Europe or in other developed countries. Some significant sums are 
available in countries which have no great export potential in terms of develop- 
ment goods. The United States may have large sums available during the next 
decade after repayment of outstanding l°cal currency loans but most of these 
funds will be available in relatively underdeveloped areas. 


MUTUAL SECURITY COUNTERPART 


The term “counterpart” originated during the administration of the Marshall 
plan some 8 years ago. The Economic Cooperation Act of 1948 (Public Law 
472, 80th Cong.) provided that recipient countries should make available in local 
eurrency the full commensurate value of grant aid received. In the case of 
items sold on the domestic market, the proceeds of the sale were provided; in 
those instances where the items were used by the Government, provision of 
public funds was necessary. This local currency was deposited in a special 
account; 5 percent was made available for United States Government uses and 
95 percent remained the property of and was available for use by the recipient 
eountry itself, subject, however, to approval by the United States. After June 
20, 1952, the United States portion of future deposits was increased to 10 percent. 
Within the general legislative framework, the details with respect to deposit and 
use of local currencies are set forth in bilateral agreements entered into between 
the Untied States and the recipient countries. 

The Mutual Security Act of 1954 requires counterpart deposits in all regions 
whenever a country receives local currency “from the import or sale” of com- 
modities furnished under nonmilitary grant aid. The “sales proceeds” formula 
of this act generally required smaller deposits than the “commensurate value” 
formula of the previous act. However, since the 1954 act establishes minimum 
requirements, deposits were continued under the terms of existing bilaterals 
entered into under the previous act. In any event, no large amounts of economic 
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assistance generating counterpart have been authorized for Western Europe 
since 1954, except for the case of Spain. In the Far East, within the bounds 
established by legislation, actual deposit requirements have been tailored to 
the financial conditions existing in the particular country. Generally in the 
Far East the bilateral agreements do not establish fixed portions for United 
States uses, although the Philippine agreement specifies 5 percent and the ROK 

ment specifies 5 percent for the United States and U. N. organization ad- 
ministering the aid program. 

The system of counterpart deposits led to the use of the term “double duty 
dollars.” This referred to the fact that the recipient country received dollar 
aid generally in the form of goods and services and then in turn would have 
local currency available for use in projects which would advance the economic 
development of the recipient country; the counterpart made available to the 
United States was devoted among other things to payment of United States 
administrative expenses in the country, to purchase of strategic materials, and 
to such other United States uses as deemed appropriate. It was not conceived 
by either the United States or the receiving government that these local cur- 
rencies—either the United States or country portions—would be used to pur- 
chase goods or services for third countries. In some measure this would have 
been counter-productive, especially in view of the fact that a significant basis of 
the ECA program was the correction of the serious balance of payments difficul- 
ties of the European countries. 

The bulk of the counterpart funds deposited in Western Europe have been 
expended. Since April 3, 1948, approximately $11.3 billion have been deposited 
in counterpart accounts in the Western European countries. Of this amount 
approximately $600 million was reserve for United States uses under the terms 
of the bilateral agreements, while $10.7 billion have been available for recipient 
country use. As of November 30, 1956, less than $1 million of the $600 million 
reserve for United States uses was still unexpended; even this sum has been 
allocated for future expenditures. Of the approximately $10.7 billion belonging 
to receipient countries and available for their use, about $10.3 billion have al- 
ready been approved for withdrawal and the remainder has been earmarked. 
Thus it can clearly be seen that no large reservoir of mutual security (or ECA) 
counterpart funds is now available in Western Europe. Similarly no counter- 
part is available in Japan since no nonmilitary grant aid has been given that 
country. The amounts of counterpart available for United States uses in the 
Far and Near East are very modest and in any case these countries have no 
significant potential in terms of shipment of capital goods to third countries. 


PUBLIC LAW 480 LOCAL CURRENCIES 


Sales of surplus agricultural commodities for local currency is authorized 
under the Agricultural Trade Development and Assistance Act of 1945 (Public 
Law 480, 83d Cong.). Section 104 of this act provides that the local currency 
generated may be devoted to a large number of uses including the following: 
(a) Develop new markets for United States agricultural commodities; (b) pur- 
chase strategic and critical materials; (c) procure military equipment and serv- 
ices for the common defense; (d) purchase of goods and services for other 
friendly countries; (e€) promote balanced economic development and trade; 
(f) pay United States obligations; (g) loans to promote multilateral trade 
and economic development; (h) finance international educational exchange; 
(1) finance the translation, publication, distribution of books and periodicals; 
(j) provide assistance to certain binational information and American educa- 
tional institutions. The use of the local currencies to be generated is negotiated 
and outlined in sales agreements entered into between the United States and the 
purchasing country. 

Since the passage of this act over $2.8 billion worth of commodities valued 
at CCC cost have been sold. However, in the sales agreements the commodities 
are valued at market value which has amounted to approximately $1.9 billion 
including ocean transportation. Generally speaking, countries are desirous of 
securing the commodities, but, frequently they are equally, if not more, anxious 
to have a large portion of the local currency loaned to them under section 104 
(g) for economic development purposes. On the ther hand, the United States 
1s primarily motivated by a desire to sell the surplus commodities and secondarily 
wishes to reserve a reasonable portion of the funds for the meeting of United 
States expenses abroad. The need to reserve a significant portion to meet 
United States expenses is particularly pressing in countries in which we have 
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large military programs and expenditures such as Spain and Turkey. Generally, 
the need for local currencies for United States uses is less pressing in under- 
developed countries such as Indonesia, India, Brazil, and Chile. The actual 
proportions to be used for the various possible uses is a matter for negotiation 
between the United States and the buying country in conjunction with reaching 
and understanding on the total contents of the sales agreements. The following 
are the planned uses of the approximate total of $1.9 billion programed through 


December 31, 1956: 
{In millions] 


Market development, sec. 104 (a) 

Purchase of strategic materials, sec. 104 (b) 

Military procurement, sec. 104 (c) 

Purchase of goods for 3d countries, sec. 104 (d) 23.5 
Grants to promote balanced economies and trade, sec. 104 (e) 61.5 
Payment of United States obligations, sec. 104 (f) 468. 08 
Loans to promote multilateral trade and economic development, sec. 


International education exchange, sec. 104 (h) 
Translation and publication, sec. 104 (i) 
Information and education, sec. 104 (j) 


Procurement of goods and services for third countries can be accomplished 
under section 104 (d) of the act. Such a use is relevant to the more developed 
countries such as those in Western Europe and Japan which have development 
goods available for export. The underdeveloped countries as a whole have few 
goods which could be used to render assistance to third countries. Compara- 
tively few agreements have been concluded with Western European countries 
since as a rule these countries have had sufficient dollars to make necessary 
purchases and since they already have such high levels of living that oppor- 
tunities for increasing consumption are relatively modest. Notable exceptions, 
of course, are Spain, Italy, and Austria, but these countries are themselves 
desirous of maximizing the amounts of local currency for their own internal 
development. Some agreements have been made with other Western European 
countries but usually the agreements have been concluded for a very special 
purpose. For example, in the case of the United Kingdom we sold them sufii- 
cient commodities to finance the construction of a considerable amount of military 
housing for our forces. No currency for other purposes was generated under this 
agreement. Also, in the case of the Netherlands a small agreement was concluded 
to provide funds to be used for market development purposes under section 
104 (a) of the act. 

In the case of Japan an attempt was made to secure a substantial portion of 
the funds under 104 (d) for procurement of goods to be used in other Asian 
countries. However, the Japanese on their part wished to maximize the loan 
portions for internal development purposes. As a result of the final negotiations, 
the equivalent of $10.9 million in yen under two agreements was made 
available for procurement of goods for shipment to third countries. These funds 
have already been largely obligated or committed for procurement of goods for 
other Asian countries. 

The loans made under Public Law 480 are made for periods ranging from 10 
to 40 years. As a general rule these loans are repayable either in dollars at 
8 percent interest or in the currency of the country at 4 percent interest. By 
and large, it can be expected that countries will avail themselves of the option 
to repay in local currencies. Repayment begins 4 years after the initial dis- 
bursement of funds. Thus in the decades of the 1960’s and 1970’s it can be 
expected that these countries will repay to the United States substantial por- 
tions of the local currencies which have been loaned to them. In many cases 
these funds will be substantially beyond the needs of the United States to cover 
anticipated United States expenditures. If this comes to pass, the fruitful use 
of such funds will at that time become a problem. However, at the moment no 
substantial useful reservoir of Public Law 480 currencies is available for inter- 
national lending. 


MUTUAL SECURITY SECTION 402 SALES PROCEEDS 


Section 402 of the Mutual Security Act of 1954 provides that a specified mim- 
mum of the funds appropriated each year shall be used to finance the sale for 
foreign currencies of surplus United States agricultural commodities. The act 
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further states that the proceeds of these sales shall be used for the purposes of 
the act and for those uses of section 104 of Public Law 480 which are consistent 
with those purposes. These proceeds are entirely United States-owned and are 
granted or loaned to the country purchasing the surplus agricultural commodities 
or to “third countries.” The use of these section 402 local currencies is deter- 
mined by agreement with the purchasing country at the time the commodity sale 
is made. The local currency is not available for subsequent programing outside 
the country purchasing the surplus commodities except for a small amount of 
currency generated by so-called triangular transactions; in these cases, it is 
agreed at the time of the sale that a given amount of the local currency proceeds 
will be used to purchase certain products for shipment to third countries. How- 
ever, these transactions in essence involve dollar aid to these third countries, 
since the value of the goods made available in triangular transactions is charged 
against the mutual security program allocations of the third countries. In any 
event, there is now no free section 402 triangular local currency uncommitted in 
Europe. 

Senator CareHart. What is the date of this ? 

Senator Monroney. This is January 1957. 

I will read the summary. 

No large reservoir of local currencies is available now to the United States, 
in Western Europe, or in other developed countries. Some significant sums 
are available in countries which have no great export potential in terms of 
developmrent goods. The United States may have large sums available during 
the next decade after repayment of outstanding local currency loans, but most 
of these funds will be available in relatively underdeveloped areas. 

Now, this was their attitude in 1957. It is still their attitude in 
1958. It will be their attitude in 1968 if the Congress does not do 
something about trying to expedite a new approach—something more 
concrete than “pursuing a study with due diligence” such as the admin- 
istration is proposing on this idea. 

Senator Carenart. What page is that on ? 

Senator Monroney. This is the summary. 

Senator Capenart. Well, let me analyze it. 

No large reservoir of local currencies is available now to the United States, 
in Western Europe * * *. 

A 100-percent true statement. 


* * * or in other developed countries. 


A 100-percent true statement. 


Some significant sums are available in countries which have no great export 
potential in terms of development goods. 

That, too, is a 100-percent true statement. These backward coun- 
tries certainly have no great potential export value of goods, because 
they do not make electrical machinery, do not make machine tools, 
do not make steel, do not make the things that development comes 
from. So that isa true statement. 

The United States may have large sums available during the next decade 
after repayment of outstanding local currency loans, but most of these funds will 
be available in relatively underdeveloped areas. 

A more true statement could never be made. 

Nobody can read anything else than the facts into this. And 
anyone who tries to do so just does not understand what is meant by 
“development.” Otherwise, you cannot read anything else into it. 

Senator Monroney. Could I mention a few countries and the 
amounts that we have ? 

Senator Caprnarr. Yes. 
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Senator Monroney. I see we have from Finland, which is quite a 
large producer of wood and timber products, one the largest, $27.2 
million. 

Senator Carenart. Yes. 

Senator Monroney. We have from India, whick ie not an insignifi- 
cant country 

Senator Careuart. Certainly not an export country of develop- 
ment goods. 

Senator Monroner. They could make some contribution if we 
searched for places to put it. That is $360 million. 

We have from Italy, whth I would not say is an undeveloped 
country, $128.1 million. 

Senator Carrnart. What is the date of that ? 

Senator Monroney. This is the President’s report to the Congress, 

Senator Carenart. What is the date? 

Senator Monroney. Under date of December 31, 1957. It was re- 
ported to Congress on February 4, 1958. 

Senator Caprrenarr. Well, of course, the State Department state- 
ment was made in January 1957. 

Senator Monroney. But Mr. Dillon has just repeated the substance 
of the statement: 


Local currencies are of not much use in the development program. 


In amplifying it, he said we can use local currencies for paying 
wages in the ae but they are not much use in importing supplies 
because we need dollars to cover that cost. 


Now, I am trying to argue that we should exercise a degree of lead- 
ership and good management in an international banking operation. 


We have the following countries, for example: 

In Germany, only $1.2 million. 

In Italy, $128.1 million. 

In Japan, which is certainly not an undeveloped technical or pro- 
ducing country, $151.4 million. 

In the Netherlands, only $300,000. 

In the Philippines, $10.2 million. 

In Portugal, $65.4 million. 

In Spain, $7.2 million. 

In the United Kingdom, $35.6 million. 

Those are not undeveloped countries that I am reading. 

Mr. Duton. Senator, those figures are not availabilities. There 
must be some confusion. 

Senator Monroney. Those are agreements as to the generation of 
Public Law 480 currencies. 

The point I am making is that that is under existing contracts, 
and 

Mr. Dition. They have already been spent, or most of them have 
been spent. 

Senator Monronry. Under existing contracts, yes. But we are 
going to continue, and I think your own State Department estimates 
the generation of some 5 billion by 1960 in Public Law 480 curren- 
cies. And as we sell more Public Law 480 products, we will have new 
negotiations. I am suggesting that on new contracts the State Depart- 
ment or ICA may be able to make a greater contribution to world 
development through promoting the free use of these currencies in an 
International Development Association. 
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Senator Carenarr. I will have to analyze this for the record, 
because I can see now we are going to have to keep the record straight. 

The Senator read on page 7 the reportvon activities under Public 
Law 480. Table III is “Status of Foreign Countries under title I, 
Public Law 480.” He read the deposits as of November 30, 1957, but 
he failed to read the next column which says “Allocated as of De- 
cember 31, 1957.” And in every instance practically all the currencies 
available on November 30, 1957, had been allocated as of December 31, 
1957, which left some balances, but small balances. 

Senator Monroney. Table III will be inserted in the record at 
this point. 

(The table referred to follows :) 


TABLE III.—Status of foreign currencies under title I, Public Law 480 


{In million dollars equivalent} 


Agreement Deposits Allocated | Apportioned 

Country amunts as of as of as 0 
as of Nov. 30, 1957 | Dee. 31, 1957 | Dec. 31, 1957 
Dec, 31, 1957 
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1 Subject to adjustment. 

4 Total market value is $6,000,000 less than shown in table II which is the estimate of ocean freight differ- 
ential in the agreement with India for which no rupee deposits will be required. 

+ Does not include $126,200 million equivalent which, under the terms of sales agreements, is to be 
used for common defense or economic development, for which formal allocations have not yet been issued. 


Source: 7th Semiannual Report on Activities Under Public Law 480, p. 7. 


Senator Monroney. May I say to my distinguished colleague it is 
this “allocated” that causes a lot of us to try and do extra research, 
because “allocated” can mean any one of a dozen things. And the 
report shows, if you will study it further, that it is allocated for 
military use and other uses under sections (a), (b), (c), (d), and (i). 
And generally you will find that most of that has not been spent. 
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Senator Carrenart. I do not know why we belabor the point, be- 
cause I do not see it has much relationship to the bill, because the 
bill could have virtue without 

Senator Monroney. We got into this thing, I may say to my dis- 
tinguished colleague, because I am trying to demonstrate that you 
can’t have it both ways. If your case is true—that these funds are of 
no use—then the repayments that the State Department gets back 
in these same local currencies also have no use end, therefore, we 
are adding to a stagnant pool of frozen currencies. 

I do not think we want to go on accepting frozen currencies for 
agricultural surpluses and then build a bank—and we are going to 
build it bigger and bigger and bigger—to make more dollar loans to 
get more Fam currencies, when the State Department has not yet 
said there is any use to which we can put these currencies. 

Senator Carenart. The value that these currencies have in these 
respective countries—either generated through Public Law 480 or 
generated through others—is that they are loaned within the countries 
and then they become a revolving fund. As they are paid back, they 
are reloaned again and serve another purpose. 

The currency of another country has no value in the United States 
because you cannot spend it in the United States, just as you cannot 
spend it in another country without purchasing with that currency 
the other country’s currency. 

It has value because it becomes a revolving loan fund to be re- 
loaned over and over and over to develop within that country and 
purchase within that country things that can be purchased with the 
local currency. 

Senator Monroney. Do I understand my colleague to say then that 
his concept of the State Department bank is that we are going to 
receive local currencies in repayment and that we can only use these 
currencies to reloan the proceeds of the repayments of principal and 
interest back to the same country ? 

Senator Carenart. If you can tell me where you can spend—— 

Senator Monroney. We are now making a $75 million loan to 
India. I am all in favor of doing that up to the extent of some $300 
million or more. [am not:anti-India. I want to help them. But Ido 
not think you want a bank in which the repayments in kind in cur 
rency are usable in no other area of the world except to Jend back to 
India. 

Senator Carenart. No, no, you tell me where you can spend Indian 
currency outside of India. 

Senator Monroney. You tell me. I am 

Senator Carenart. There is no place. 

Senator Monroney. I am saying you get frozen currencies for 
dollar loans. 

Senator Careuart. There is no place to spend Indian currency ex 
cept India. 

Senator Monroney. You are making my point. 

Senator Casr. Mr. Chairman, may I ask a question ? 

Senator Monroney. Certainly. 

Senator Case. I am not a member of the subcommittee and I ap 
preciate the chairman’s 

Senator Monroney. I hope you will participate, because you are 4 
very careful student of foreign aid and a very enthusiastic supporter 
of a necessary program. 
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Senator Cass. I appreciate that, and that is correct. 

The question I wanted to ask the chairman was whether I under- 
stood him correctly to the effect that under the proposed Association 
loans would have to be made without discretion upon the same terms 
to all borrowers in terms of interest rate, in terms of duration, for the 
same kind of projects, and in terms of percentage of repayment in 
local and dollar currencies, regardless of the extent of development 
of the country which borrowed the money, regardless of its ability to 
repay? Whether there would not be, in other words, the same kind 
of discretion, the same kind of loaning after negotiation that now 
exists in the case of the World Bank ? 

This is an important question. Congress will want to know—I as 
a Member of the Senate want to know—what the implications of 
yoting for or against this resolution are. 

Senator Monroney. I think that is an excellent question. The 
answer is“No.” Lending would be regularized not on a political basis 
but according to the procedure of the World Bank. And certainly 
those projects for which loans could be obtained elsewhere, would not 
be eligible. 

Senator Case. The main point is—and I am glad to have this clari- 
fied—that your object or, rather, your aim is to remove this from the 
State Department’s control and our unilateral control and place it in 
an international organization under generally the same kind of pro- 
cedures and policies, except as stated here, as now govern the opera- 
tions of the World Bank ? 

Senator Monroney. That would be true. In cases where differing 
terms may be made under a regularized procedure, it would not be 
regarded as being favoritism of one country to another, embarrassing 
to our State Department. Under one-nation lending we will lose 
friendship when the terms are higher for one country than the other 
country. With an international bank that is not true. It is an insti- 
tution to which 60 member nations belong and in which the political 
implications of lending and of terms will not exist. 

tae Case. I appreciate that clarification very much. 

Senator Monroney. I think one of the most important points of 
this whole business is moving out of being the sole banker of the 
world—which Mr. Dulles’ bank helps to make us become. 

Senator George time and time again, in carrying the foreign aid 
bills through—he was indeed a great statesman—warned the Congress 
repeatedly that grave danger existed of our becoming the sole banker of 
the world. And yet, from the distinguished Secretary’s statement, 
we are practically that today. And I am begging and pleading that 
before it is too late we move to international banking facilities. 

Senator Case. May I just make one comment there. I agree with 
these objectives with all my heart. I do have the feeling that it is 
unfortunate to attempt to gain these objectives by knocking down the 
present Development Fund and by attempting to show that it is of 
novalue. With this I thoroughly disagree. I think you will not only 
fail to accomplish your objective, one which I share, by that process, 
by going at it in that way, but you will also very greatly hurt the 
whole cause of sound foreign aid. 

I would like in that connection 

Senator Monroney. May I say right there 
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Senator Casz. May I just point out this fact. We have had over 
the last several years detailed studies made by a number of groups 
within and without the Government. It comes to my mind that a 
comprehensive study was done by Max Milliken and W. W. Rostow 
from MIT. There was no Government interference, this administra- 
tion, or anything else. They came to the conclusion that, generally 
speaking, the program on a unilateral basis was desirable, at least 
preferable. 

The same general conclusion was reached by other outside-of- 
Government investigations. Eric Johnston’s committee, the Fairless 
committee, the Senate and the House committees, and the Senate and 
the House of the United. States came to this conclusion. 

I do not disagree with the objective at all. I do think it is unfortu- 
nate to attempt to gain this objective in ways that will hurt our 
foreign-aid program and which will probably result in not accom- 
plishing the objective itself. 

If you will forgive me, I am a little vehement about this, but I feel 
very strongly about it. 

Senator Monronry. May I say to my distinguished colleague that 
some 18 months ago I started trying to interest a few people in the 
State Department in the wisdom of the use of local currencies in an 
International Development Association such as this. Over a period 
of many weeks I have had conferences with our distinguished witness 
today, with the Under Secretary of State, Mr. Herter, with the Secre- 
tary of the Treasury, Mr. Anderson, hoping that we could find a bi- 
partisan approach to foreign policy. 

I believe in bipartisanism in foreign policy. 

We have repeatedly sought the help of the State Department in 
getting information on the availability and use of local currencies. 

I for one would not propose to strip the United States and leave her 
bare of funds with which to pursue international development of 
underdeveloped areas at this critical period in world history. But I 
do think that we would be foolish in the extreme to cement another 
layer of unilateral lending bureaucracy to the ICA and the Export- 
Import Bank which we have now. 

We have other funds. There is the President’s confidential fund, 
which I would insist on putting in any foreign-aid bill, which will run 
into the hundreds of millions of dollars. 

We also have a program of military assistance, which is largely 
grants. And if the distinguished Senator has inspected the work in- 
volved, he will find that a not unsubstantial part of military aid goes 
for the building up of the economies, roads, and highways and things 
of that kind. ; 

Now, we have a program of unilateral lending. But I dread to see 
the time when we are going to set in concrete a State Department bank 
that will be making hard dollar loans for the same projects that would 
be bankable under the World Bank if given a second-mortgage opera- 
tion with the intermingling of local and hard currencies. 

Now, that is what I believe. I am sorry to delay the distinguished 
Secretary. 

I know of the deep support and enthusiasm of the distinguished 
Senator from New Jersey for foreign aid. We are trying to improve 


it. Weare not trying to hurt it. 
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Senator Case. I agree with that objective entirely, but I do have a 
feeling from just sitting here and hearing the reading of the statements 
that were made about this earlier that a degree of criticism of the 

resent program and its objectives has been indulged in which is not 
calculated to produce the results the Senator and I both want and is 
harmful in the extreme. 

I hope that we can continue in the future consideration of this very 
desirable measure without that kind of approach. 

Senator Monroney. I will say to the distinguished Senator that I 
do not wish this approach, but it was brought on us by the repeated 
opposition. I would far rather have it on the table that the admin- 
istration does not want it than to have it chloroformed with kind 
words and “study with due diligence.” 

I will say to the distinguished Senator it is my personal feeling 
after 21 years in Congress that unless we do have a new approach 
the mutual-security bill will be mutilated by the House or by the 
Senate or by both. I am trymg to have a mechanism for the dozens 
of Senators who have told me that they would like to vote for foreign 
aid, but they could not do it if it is the same old model T that was 
inherited from the Acheson-Truman days. It was a good car in 
those days, but today it is slightly worn out and we need a new ap- 
proach and new ideas. 

Senator Casg. I must just say finally that this is not the same old 
approach. The Development Fund was a new conception arrived at 
after the longest and most careful study and advice from the very 
best sources all over the country and adopted by Congress deliber- 
ately. It is a useful approach, adapted to present needs. Anything 
that would render it less effective I think would be most unfortunate. 

Senator Monroney. It might be desirable to read the concluding 
paragraph of the 1957 Milliken study of the foreign-aid program 
to which the Senator referred. I only quote point 4 in his con- 
clusion : 

The effectiveness of a development-assistance program will be greatly in- 
creased if it includes a substantial measure of international cooperation. As 
explained in section 5, we doubt whether international administration or 


allocation of funds is either possible or wise, but every effort should be made 
to secure international planning coordination and agreement on criteria. 


I suggest that in spite of the limitation he suggests, he is moving 
toward the international field. This proposal provides a mechanism 
by which we can regularize development assistance in the experienced, 
proven, time-tested, stable-financing operation of the World Bank. 
With the proposed subsidiary I feel it could make international co- 
operation work and help to share the load of economic development 
that should not rest solely on Uncle Sam’s shoulders. 

Senator Case. I surely agree with this objective, and I think this 
isa useful suggestion. Let us, however, not throw out the baby with 
the bath water, and let us not kill the whole thing by the kind of 
criticism that really casts doubt on a very useful and important part 
of our foreign policy. 

_ One of the great points is that this country has to have confidence 
in and has to approve whatever we do here. This is not the only 
reason by any means but it is one very great reason for not attempt- 
ing to transfer this whole thing from the kind of program developed. 


23579—38——10 
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by Congress after careful study and adopted last year into, as this 
resolution would, a system solely of multilateral loans. 

Senator Monroney. We have all these other agencies that I have 
recited. 

Senator Casr. You have, but you have not talked.about the De- 
velopment Fund. And all the comment that I have heard has been 
the kind of criticism of that which can only lead the average listener 
to think it has no value at all. 

In my judgment, we have a much better chance to get something 
along the line that the Senator is seeking if we maintain in its full 
soundness and full usefulness the Development Fund. 

Senator Monroney. I appreciate the Senator’s contribution. 

The hour is getting late, and I think we should let the distinguished 
Secretary finish his statement, and then we may have to ask him to 
come back for questioning afterward. 

Senator CapenHart. How many more pages do you have, Mr. 
Secretary ? 

Mr. Dizton. I would say I am somewhat more than halfway 
through. 

Senator Caprenart. I do not see how it is possible to— 

Senator Monroney. He can read the statement if we do not bother 
him. He could have read it in 30 minutes, and we have kept him here 
2 hours. 

Mr. Ditton. It would take about 10 minutes to finish the statement. 

Senator Carenart. Can you read it in 10 minutes? 

Senator Monroney. The Chair will ask the witness be allowed to 
proceed undisturbed by the chairman and by other members. 

Senator CarrHnart. Emphasis on the chairman and the ranking 
minority member. 

Mr. Duion. I have been talking about the present status of the 
Development Loan Fund. 

In addition to the $1.8 billion in applications, an additional $1 bil- 
lion of applications for financing may be expected during fiscal year 
1959. 

Senator Monroney. This is not an interruption to ask a question. 
May I say; Mr. Kearns and Mr. Paarlberg, you may be excused, and 
if you will make yourselves available tomorrow we will appreciate it. 

Mr. Ditton. An additional $1 billion of applications for financing 
may be expected during fiscal year 1959. The total resources avail- 
able to the fund, if the Congress approves the full $625 million appro- 
priation for fiscal year 1959, will amount to only about one-third of 
the applications already submitted and anticipated. 

Now if an International Development Association were to be estab- 
lished, with resources and authority to make soft loans to the less- 
developed countries along the same lines as the Development Loan 
Fund, there is no reason why the two institutions should not operate 
side by side, just as the World Bank, a multilateral institution, and 
the Export-Import Bank, an agency of the United States Govern- 
ment, both successfully engage in the making of bankable loans repay- 
able in dollars or other hard currency. 

However, we cannot look upon the proposal for an International 
Development Association as a prospective substitute for the Develop- 
ment Loan Fund. In our opinion, a continuing bilateral development 
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rogram will be essential if American objectives are to be effectively 
rthered in our relations with many countries. 

Experience has shown us in many fields that there is room for both 
ei altilateral and bilateral activities in our international economic rela- 
tions. Under some circumstances, action by a multilateral agency, 
such as an International Development Association, may serve best. 
Under other circumstances,, bilateral programs proms to be most 
effective in furthering our purpose to strengthen free-world countries 
economically and politically. 

And, I might add, this is not only our own experience. It is also 
the experience of many of our friends and allies who are joined with 
us in direct bilateral relationships as well as through multilateral 
agencies. 

There is also another important reason for the maintenance of a 
purely United States program of development. As I have pointed 
out, the needs of the less-developed areas over the coming years will 
require a substantial annual contribution from the United States for 
soft loans in addition to the large sums now being made available 
annually by our allies. We have estimated this requirement at about 
$750 million a year. Many students of the problem consider such 
a figure to be well on the low side, and feel the real requirement is for 
a United States contribution more in the order of a billion dollars 
a year. 

But, irrespective of the exact requirements, it is clear that if the 
United States were to channel any such sum as $750 million through 
the International Development Association, it would require at least 
an equivalent annual contribution from the other developed countries. 
Otherwise, the International Development Association,would lose its 
multinational character and become a mere instrument or tool of the 
United States. An annual contribution of any such magnitude by 
the other developed countries over and above their present efforts is 
clearly out of the question for the foreseeable future. 

Thus, when we look realistically at the problem of helping the less- 
developed countries to achieve economic growth and maintain political 
freedom, the underlying considerations would seem to be these: 

First, the needs of the less-developed countries for external capital 
on a soft-loan basis are substantial and continuing. 

Second, the demands. upon the United States to meet. these needs, 
because of the preeminent economic strength of the United States 
and its leading position within the free world, are also likely to be sub- 
stantial and continuing. 

Third, a national program for development financing to meet these 
needs would appear to be an essential continuing element in our total 
foreign policy. 

And, fourth, we should give serious consideration to the possibility 
that some portion of the total United States effort in this field in future 
years might yield more effective results if it were channeled through 
a multilateral agency such as the International Development Associa- 
tion. This would be especially the case if such action were to elicit 
a larger flow of capital from other developed countries in a position 
to contribute. 

Local currencies: The essential functions of the World Bank, the 
Export-Import Bank, and the Development Loan Fund are to lend 
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dollars, or other hard or internationally usable currencies, to borrow- 
ing countries which need such currencies to pay for imported goods, 

The proposal for an International Development Association en- 
visages that “local currencies” owned by the United States may also 
be used for development purposes through the proposed new institu- 
tion. It is, therefore, necessary to examine the role which our stocks 
of local currency abroad can play in this connection. 

Secretary Anderson has already explained the various financial 
limitations which affect the use of local currencies accumulated by 
the United States under Public Law 480, which is the largest source 
of the local currencies we hold. 

Assistant Secretary Paarlberg of the Department of Agriculture 
will explain how these limitations have arisen and why their removal 
or substantial relaxation would interfere with our continuing ability to 
sell our agricultural surpluses abroad under Public Law 480. 

I should like to direct my remarks to the developmental aspects of 
these local currencies. 

There is no doubt that United States-owned local currencies can be 
used for development purposes in the less developed countries. We 
have been using them for such purposes and plan to continue to do so, 

By the end of 1957, the United States had concluded surplus agricul- 
tural sales agreements under Public Law 480 calling for the deposit 
of seeeoey $2.3 billions of local currencies. Of this amount, 
nearly $1.3 billion had been earmarked for development purposes with- 
in the countries concerned, the remainder being set aside for common 
defense purposes or for various uses accruing to the economic benefit 
of the United States. 

Development projects actually approved as of the same date 
amounted to $463 million worth of local currencies; and disbursements 
made on approved projects totaled $259 million of local currencies. 

Among the development projects for which disbursements have been 
made are electric power installations in Brazil and Iceland, highway 
construction in Colombia and Chile, food storage plants in Portugal 
and Colombia, and railroad rehabilitation in Brazil. 

Clearly, these are worthwhile enter prises which contribute to the 
basic development of the countries concerned. An interesting listing 
of these projects is contained in the seventh semiannual report of activ- 
ities under Public Law 480 submitted to the Congress by the President. 
(See p- 147.) 

It is evident, therefore, that local currencies can be, and are being, 
used to further dev elopment objectives in foreign countries. But it is 
very important to an appreciation of the problem of financing develop- 
ment to understand more precisely the ways in which local currencies 
can contribute to development and the ways in which they cannot con- 
tribute to development. 

A local currency under Public Law 480 is a money claim by the 
United States against resources already within the country whose 
local currency is involved. If the United States owns, let us say, 
Brazilian cruzeiros, those cruzeiros can be used in such a way as to 
make better use, for development purposes, of the physical resources 
which Brazil already has. They can, for example, be used to pay for 
Brazilian lumber for a new factory in "Brazil. 

But the cruzeiros cannot be used to add to Brazil’s existing re- 
sources. They cannot, for example, be used to pay for imports. into 
Brazil of steel from the United States, which require payment in 
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dollars, or for imports into Brazil of woolen textile machinery from 
the United Kingdom, which require payment in pounds sterling. 

In short, subject to the provisions of the applicable agreements, our 
holdings of local currency in Brazil constitute a command over phys- 
ical resources within Brazil, but they are not a command over the 
physical resources of any other country. , 

Moreover, a stock of local currency owned by the United States 
cannot, with few exceptions, be used to remove resources from the 
country whose local currency is concerned. We cannot, for exam- 
ple, use our pouting? of Brazilian cruzeiros to buy up Brazilian coffee, 
cocoa, or cotton—Brazil has no capital goods for export—and ship 
that coffee, cocoa, or cotton to some other country. And, even if we 
should do so with the consent of the Brazilian Government, we would 
be reducing by that much Brazil’s export earnings in hard curren- 
cies and its capacity to pay for the capital resources needed for its 
economic development. Such a loss to Brazil in resources available 
for development would fully offset any benefits that would be gained 
by delivering the Brazilian products to another developing country. 

We must always remember that the basic problem of the less de- 
veloped countries is to increase the total resources available to them 
for the import of capital goods needed for their development. 

These points are important for the reason that a very large part 
of the local currencies held by the United States are in the currencies 
of the less developed countries. Of the $1.8 billion of local curren- 
cies unexpended under Public Law 480 at the end of last year, some 
$1.6 billion consisted of currencies of less developed countries. This 
already large share attributable to the less developed countries will 
Saioubtedis increase under Public Law 480 programs in the future. 

Clearly, to use local currencies to move resources from one less 
developed country to another would not meet the need of the less 
developed countries as a whole for more external capital. 

In our consideration of the proposed International Development 
Association, therefore, we will need to take account of the fact that 
the local currencies we hold in the less developed countries are essen- 
tially different from dollars or other hard currencies; that their use 
through a multilateral institution could not materially enhance their 
intrinsic worth; and that, however used, local currencies cannot be 
employed in such a way as to reduce the demands of the less de- 
veloped countries for additional resources, represented by hard cur- 
rencies, from the United States and other developed countries in a 
position to export capital. 

I should now like to turn to another important question to which 
we will have to give careful study in our consideration of the pro- 
posed International Development Association. That is, what are the 
prospects for reaching international agreement on a multilateral 
agency so organized as to increase the total amount of development 
capital which can be made to flow from the developed to the less 
developed countries of the free world ? 

At the outset, I want to express my agreement with Secretary 
Anderson’s observation that any multilateral agency empowered to 
make soft loans would probably be best administered by an affiliate 
of the World Bank, which has the reauisite exnerience and personnel. 
In my judgment, those countries which are best able to contribute 
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to such an undertaking would be more likely to do so if they were as- 
sured of the sound management facilities which the bank can provide, 

The International Development Association would require a con- 
tribution of $700 million in hard currencies from countries other 
than the United States over the next few years. Since such cur- 
rencies would be used to make soft loans on a long-term basis, repay- 
ments could not be used for relending like World Bank or Export- 
Import loans. This means that if the Association were to continue 
to lend on“any-substantial scale, additional hard currency contribu- 
tions would be required in succeeding years. The source of such 
additional contributions would clearly be a factor which would be 
weighed by other governments in deciding whether, and to what ex- 
tent, they might be prepared to lend their support to the proposal 
for an International Development Association. 

I have already mentioned the development assistance programs of 
other countries. It has been our view that the other developed coun- 
tries of the free world, taken as a whole, could and should increase 
their development assistance to the less developed countries. Whether 
they would be willing to do so through a multilateral agency such as 
the proposed International Development Association would, of course, 
be a matter for consultation and negotiation. 

In our judgment, such an association would not achieve its in- 
tended purpose if it were to be created at the expense of an equivalent 
reduction in existing bilateral programs. But, as a possible sup- 
plement to such programs, it certainly deserves the most serious 
consideration. 

In order to determine whether an agency such as the International 
Development Association would offer practical possibilities from the 
international point of view, we would have to explore the matter 
carefully with a number of other governments, both those govern- 
ments which would be expected to become major contributors to an 
association and those which might expect to become important net 
receivers of development assistance. I cannot say more on this sub- 
ject now except that international discussion of such a proposal would 
take a considerable period of time. 

In closing, Mr. ieineien I would like to suggest the desirability 
of a few changes in the wording of the resolution now before the sub- 
committee. Some of the language of the resolution may be misinter- 
preted to imply that United States bilateral programs are economi- 
cally unsound or that they interfere with the sovereignty of other 
nations. Neither of these inferences, of course, would be true. 

Also, we feel that the resolution should make it clear that the pro- 

osed association referred to in the resolution is intended to be an 
affiliate of the World Bank rather than an agency only loosely associ- 
ated with it. 

Finally, we believe that the closing paragraph should make it clear 
that the resolution calls for a study of the proposed International De- 
velopment Association and does not direct the executive branch to 
allocate funds for its establishment. 

I would be glad to submit wording designed to accomplish these 
suggested changes if the subcommittee should so desire. 

Senator Monroney. Thank you very much, Mr. Secretary. We 
would be glad to receive for consideration of the committee—without 





as- 
de. 
on- 
her 
ur- 
ay- 
yrt- 
nue 


s of 
yuNn- 
ease 
ther 
h as 
Irse, 


: in- 
lent 
sup- 
"ious 


ional 
1 the 
atter 
vern- 
(;O an 
t, net 
- gub- 
vould 


bility 
» sub- 
inter- 
nomi- 
other 


» pro- 
be an 
\ssocl- 


, clear 
al De- 
ich to 
- these 


. We 
‘ithout 


INTERNATIONAL DEVELOPMENT ASSOCIATION 145 


necessarily agreement to accept them—any suggestions that you might 
have for the wording of the resolution. 

The Secretary has been on the stand for 2 hours and 15 minutes. 
Iknow he is a very busy man and has many things todo. If you could 
come back tomorrow at 10, we would like to have a period of question- 
ing. Perhaps we can be more brief—I hope we can, and I am sure 
you do—with the further questioning of you on the matters brought 
forth in your statement. 


We thank you for your patience. Thank you for the thought that 
you have given to this. a 

Governor Harriman regrets he was unable to be here since this is 
the closing week of the Legislature of the State of New York. Hour- 
by-hour attention to his duty pone his coming here despite his 
great desire to come before this committee. The telegram will be 
placed in the record and copies will be made available immediately. 


TELEGRAM OF AVERILL HARRIMAN, GOVERNOR OF NEW YORK, TO THE 
INTERNATIONAL FINANCE SUBCOM MITTEE 


ALBANY, N. Y., March 20, 1958. 
Hon. A. S. MriKE MONRONEY, 


Senate Office Building, Washington, D. C. 


I regret that the closing activities of the legislative session here prevent me 
from accepting your invitation to testify on the subject of your proposal for an 
International Development Association. 

I regard this proposal as a most promising fresh approach to the problem of 
international development, and I congratulate you warmly upon it. 

One of the outstanding advantages of your plan is that it offers a practical way 
for us gradually to shift our economic assistance to underdeveloped countries 
over to a multilateral basis rather than a bilateral basis. To the extent that 
other countries will contribute both hard and soft currencies, the effect of our own 
contributions is multiplied. Equally important, however, is the fact that aid 
from an international agency cannot be mislabeled by the Communists as “aid 
with strings” with an “attempt at imperialist domination.” Moreover, recipient 
nations themselves do not feel that there is an effort to dictate their policies. 

It is vital to our security that the free nations of the underdeveloped areas 
make progress toward the solution of their tremendous economic problems. To 
to that end they need assistance, both in the form of hard-currency loans such 
as the World Bank can make, and in the form of subordinate loans such as the 
proposed Association would be able to grant. In many instances, desirable proj- 
ects can be undertaken only if such subordinate loans are available, because the 
World Bank can in many cases provide only part of the capital needed and meet 
the high standard of credit required to permit the sale of its bonds in the private 
money markets. Supplementary capital from other public and private sources 
is not to be had and therefore many World Bank loans have not been made. 

Without such assistance from the free world, these hard-pressed nations are 
likely to turn to Soviet Russia for help. There is no doubt that such assistance 
would be given in the expectation that the Soviet Union could thereby extend its 
influence and domination. We cannot afford to have the Communist bloe ex- 
panded and strengthened. Our own security is at stake. 

In my view the Soviet Union should be invited to join the proposed Interna- 
tional Development Association and to contribute substantially to it in accordance 
with the country’s obviously great capacity. One of the things that made the 
Marshall plan such an outstanding success was that the Soviet Union was invited 
to participate and turned down the invitation. It also prevented its satellites 
from participating. That established once and for all the good faith of the United 
States in undertaking this enormous assistance program and the bad faith of the 
Kremlin in opposing it. 

In recent years, Soviet Russia has demonstrated that it has substantial capacity 
for extending aid to nations it wants to influence. It should now be given the 
opportunity to show that it still participates on the same scale through an in- 
ternational organization such as the International Development Asseciation. If 
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the Soviet Union would accept participation, its fangs would be drawn in this 
field. If it refuses, its insidious objectives will be exposed for all to see. 

I regret that Secretary Anderson has taken a negative attitude on your proposal 
and I trust that the administration will reconsider this position. The adminis- 
tration appears to regard economic aid as a tool to be used to achieve short-range 
political objectives. It is that very attitude which interferes with the long-range 
effectiveness of our development programs and puts the United States in a bad 
light among both allies and friends and has cost us prestige and leadership in 
recent years. As has often been well said, you cannot buy the friendship and 
loyalty of peoples. Our long-range objective is to encourage the kind of rapid 
economic expansion which will permit the underdeveloped nations to increase 
their productivity and provide a decent living for their people in freedom, 
Unless this can be achieved, there is grave danger that they will turn to the false 
promises of communism. 

I share the view that the association will take some time to organize and 
be in a position to function effectively and that in the meanwhile our bilateral 
programs must be continued at an adequate level. However, what is needed is 
the decision to establish an organization along these lines and to work out the 
difficulties that may appear. 

This is a time for imagination and courage in our foreign policy operations, 
Your proposal is a demonstration of both. 

I hope this brief statement of my views will be of help to your committee, 
They are drawn from a long experience with foreign aid and cooperative develop- 
ment programs and firsthand knowledge of Soviet intentions. I was, as you 
perhaps recall, in charge of the Marshall plan in Burope at its inception and later 
directed our mutual security program. Throughout the war I represented our 
country in many negotiations with the Kremlin including service as our Ambassa- 
dor for 2% critical years. There is no doubt in my mind that we can parry 
and roll back Soviet influence if we use wisely and effectively our own great 
potential influence and capabilities. 

AVERELL HARRIMAN, 


Senator Monroney. The committee will stand in recess until 10 
o'clock tomorrow morning, at which time we will have Mr. Dillon, Mr. 
Kearns, Mr. Paarlberg, representatives of the ICA and the Bureau 
of the Budget, and perhaps 1 or 2 other witnesses. The meeting is 
now in recess. 

Before we recess I wish to insert in the record a memorandum pre- 
pared in the Legislative Reference Service of the Library of Congress, 
on the relationship of IDA to proposed international aid programs. 

It will go into the appendix. (See appendix, p. 268.) 

Also we have a statement from the Export-Import Bank, together 
with other material, which will be inserted in the appendix. (See 
appendix, p. 272.) 

In addition, table X of the seventh semiannual report under Public 
Law 480, showing the loan projects approved as of December 31, 
1957, to which the Under Secretary referred in his statement, will be 
inserted in the record at this point. 

(The table referred to follows :) 
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TARLE X.—Public Law 480 loan projects approved as of Dec. 31, 1957* 


{In million dollars equivalent] 


July- Grand 
Country December | total ? 
9. 


Industrial projects, including electric power, iron and steel, metal 
processing, textile industry, etc., 14.2; tourism, $1.0; regional de- 
velopment, 0.8. 

Agricultural silo facilities, 4.9; extension and rehabilitation of rail- 
ways, 13.5; river navigation and port improvement, 2.7; metal- 
lurgical works, 3.6; cold storage meat plants, 0.9; electric energy 
production, 4.5. 

Expansion of hydroelectric and power production, railway con- 
struction, expansion of iron and steel production. 

Highway improvement, 3.75; agricultural training center, 0.25. 

Revolving loan fund for various purposes, including livestock pro- 
duction, farm-to-market roads, and food-storage facilities. 

| Agricultural credit system in tropical coastal area, 3.1; loans to agri- 

cultural producers, 2.0; industrial development, 1.0; highway im- 

provement and maintenance, 0.2. 

| Extension and modernization: Road and bridges, 8.7; electrical 
grid, 3.3: workers low-cost housing. 1.9; small community works, 
including access roads, water installations and range control, 6.0. 

Hydroelectric plant. 

Loans through Refinance Corporation of India to private industry. 

Irrigation, well drilling, and agricultural development, 11.4; agri- 
cultural settlements (construction of farm buildings), 2.8; Iran 
preparation, 0.4; agricultural research station, 0.3; afforestation, 
0.4; development of roads, 3.8; electric power construction, 6.6; 
loans to home buyers, 3.0; development of telephone services, 2.1; 
industrial expansion, 5.9. 

Industrial development in southern Italy, 14.0; revolving loan 
fund—tourist facilities, 8.0; fund for creation of small landowners, 
8.0. 

Electric power development, 50.7; irrigation, drainage, and reclama- 
tion, 8.4; productivity center, 0.4. 

| Electric power development, 21.9; irrigation and land development, 

12.7; land reclamation for industrial sites, 1.9; productivity center, 
2.8; forest development, 2.8; industrial marketing and processing, 
4.5; improvement of fishing port facilities, 1.9; silk center, 0.4; un- 

| determined, 0.5. 

Paraguay | ns 2. Highway and bridge construction and improvement, 0.7; airport 

development, 0.2; sewerage system, 0.7; agricultural development 

(primarily coffee), 0.6. 

Peru... nite 2.0 | 9.8 | Irrigation and land development, road construction; expansion of 

| agricultural research station, and leather products production. 

Portugal... ----| 3.4 | Storage facilities for bananas and cereals. 

Spain. 9.0 | Reforestation and watershed control, 5.1; small irrigation projects 

| for noncitrus fruit and vegetable production, 2.6; soil conserva- 

tion, 0.3; land consolidation, 1.0. 














Total 123.9 | 462.7 


| 
' 


! This tabulation includes only approved projects within current loan agreements. Projects which may 
have been tentatively approved prior to completion of loan agreements are not included. 

2 Approval of projects allows expenditures of up to the amounts stated. The total amount available for 
these projects would decrease if the amount available for loans is less than that anticipated. 

3 Projects total $30.1 million equivalent reflecting probable shortfall in loan funds available. 


Source: 7th Semiannual Report on Activities Under Public Law 480, p. 17. 


We also have some reports and statements on the Development 
Loan Fund of the State Department, the World Bank, and the IFC, 
which will go into the appendix. (See appendix, pp. 316, 324, and 
345.) 

(Whereupon, at 12:25 p. m., the subcommittee was recessed, to be 
reconvened at 10 a.m. Thursday, March 20, 1958.) 
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THURSDAY, MARCH 20, 1958 


Unaiep Sratres SENATE, 
CoMMITTEE-ON- BANKING AND CURRENCY, 
SUBCOMMITTEE ON INTERNATIONAL FINANCE, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:20 a. m., Senator A. S. Mike Monroney (chairman of 
the subcommittee) presiding. 

Present: Senators Monroney, Capehart, and Beall. 

Also present: Senators Proxmire, Bush, and Case. 

Senator Monroney. The Subcommittee on International Finance 
of the Banking and Currency Committee will resume its hearings on 
Senate Resolution 264. 

When we recessed yesterday, we had just completed the very com- 
prehensive statement of the Under Secretary of State, Mr. Dillon, and 
we reserved the questioning period until later. 

At this time I would like to yield to my distinguished colleague, the 
ranking Republican member, for such questions as he might wish to 
ask. 

Senator Carenart. I think we asked most of the pertinent questions 
yesterday. 

The problem I think involved in this, Mr. Secretary, is that the bill 
calls for using currencies of other countries that we have acquired 
through many sources. And, as you brought out yesterday, those 
currencies are committed through previous arrangements made with 
the countries before you acquire them, generally speaking. 

Then you have the:other. problem of what value they are in acquiring 
goods that will be of service to backward countries because it is a 
currency of a country that produces machine tools and electrical equip- 
ment and things that they need. Otherwise, you do not help them. It 
is a fact they have plenty of their own currency. Their problem is 
not a shortage of their own currency necessarily. It is a shortage of 
sistencies of countries that produce the things that they would like 
o buy. 

So I think that is one of the problems involved in this legislation. 

The other problem I think involved is: Will the other countries 
participate ? 

Since you are going to loan the money on second mortgages and 

rmit the people to repay in their own currencies, you exhaust the 

und on the first shot, because it cannot be a revolving fund. There- 
fore, it is really, on our part, a $300 million amount, and unless we 
contribute more each year it is just the same as a $300 million fund. 

_Of course, the kind of system that I would like to work out some- 
time—I frankly do not know quite how to do it at the moment, but 
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I have been thinking about it for a number of years—is this: What 
these backward countries need is sufficient capital to buy sufficient 
facilities, processing and manufacturing, so that they can produce 
things to sell among themselves, to be paid in their own currency, 
thereby creating jobs. 

You do not help these countries very much when you export goods 
to them, because about all the manpower that takes is the manpower 
to unload the boats. 

So if we really want to help these backward countries—and I do— 
then we have got to find some way of furnishing them with capital 
to build manufacturing plants, processing plants, et cetera, where they 
can manufacture things to be sold to each other to be paid for in each 
other’s currency. Then you will really do some good. 

I have not yet been able to figure out how to do it. I am still think- 
ing about it and working on it. 

Of course, I do not think this legislation does it at all. It might 
well do a little of it, but very little of it. 

Do you know how much progress has been made with this new 
fund that was given the World Bank, called the International Finance 
Corporation ? 


STATEMENT OF C. DOUGLAS DILLON, DEPUTY UNDER SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS—Resumed 


Mr. Ditton. The International Finance Corporation I think was 
created some 2 years ago. They are allowed and directed to finance 
private investments in underdeveloped countries. So far they have 


operated on a basis where they require dollar repayments, so that 
their financing has been pretty well limited to the more advanced of 
the less developed countries, a? South America. 


They have in the 2 years been able to commit as of now approxi- 
mately $7.5 million of the $100 million capital they have. So that 
their impact on the overall picture of economic development can fairly 
be said as of this date to have been negligible. 

The problem, Senator, which you mention, the basic problem, is 
one that is very much in our mind. That is, how to expand the capital 
plant of the underdeveloped countries so that they can begin to manu- 
facture goods not only to meet their own needs but also to give them 
a surplus that they could export in trade with other underdeveloped 
countries. And that is exactly what we are trying to do with the 
present Development Loan Fund. 

However, the magnitude of the job is tremendous, and what we can 
do in any one year makes a very small dent in the overall picture. 

Senator Carenart. If you will yield, the problem is that you will 
never make anything other than a backward country out of these 
countries until they become more or less industrialized. 

Mr. Ditton. That is generally true. 

Senator CapeHart. So they can manufacture shoes and clothing 
and other things themselves to sell to their own people in exchange 
for their currencies. 

Mr. Ditton. That is right. 

Senator Carenartr. That is our problem, and that is what we are 
trying to do to help these countries. Of course, history proves that 
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the more industrialized the nation is the bigger customer it is for 
the United States. 

For example, Canada, which is highly industrialized, is our biggest 
customer. tin America also. 

If each of these countries were able to supply a lot of employment 
making things to sell to each other, they then would be much bigger 
customers than they are at the present time. 

Then we have another problem I would like to get your opinion on, 
which I have been giving a lot of thought to and I know others have. 
That is this fluctuation in the price of raw materials. That one worries 
me. Because these so-called backward countries now produce pri- 
marily raw materials which they export. Their exportable items are 
raw materials. In Brazil it is coffee. In Colombia it is coffee. In 
Chile it iscopper. The price fluctuates up and down. 

For example, Brazil I think has lost something like $300 million 
as a result of the decline in the price of coffee over the price a year ago. 

That is one of our biggest problems I think—how to solve that one. 

I am not advocating a change. I am only thinking about it. But 
would an arrangement on coffee and other raw materials be practical 
such as we now have on sugar ? 

Mr. Ditton. That is a very complex problem. I think it is the 
most serious problem we are faced with today in our economic relations 
with underdeveloped areas of the free world. 

I saw some figures the other day indicating that in the countries of 
Asia and Africa they had lost in the last year by the fall in the price 
of their raw materials something like $600 million, which is the full 
equivalent of all the assistance we were able to give them. So they 
just stayed even. 

Senator Carenarr. I remember once not too many years ago the 
Philippines lost $100 million, almost overnight, due to a reduction in 
the price of oils. And then within a very short time we provided them 
with $100 million, which we would not have had to do had they not lost 
the $100 million in the decline in the price of oils. 

Mr. Ditton. We already have taken such action last year in the case 


of Chile, where the Export-Import Bank made a rather large loan that 


primarily was needed because of the fall in the price of copper which 
is so important to the Chilean economy. 

As to your question about how to handle the thing, it is a very 
complex problem. In the past we have not favored these international 
agreements, but the situation is now so serious that we have to look at 
eyery possibility. 

Senator Carenart. Why do we favor international agreements on 
sugar but not on coffee? 

Mr. Ditton. We have international agreements on a number of 
products which we produce or have some direct interest in, such as 
wheat and sugar, where we produce some and where Cuba is so close 
tous. And we produce it in Hawaii and Puerto Rico. We felt it was 
uot to our interest to participate in commodity agreements in these 
other commodities where we are primarily just on the purchasing side, 
und we have until this date taken no action. 

But there is some indication even in the coffee trade that thev feel 
that a sharp break in the market would so disorganize the market and 
the countries from which they buy that they are no longer as opposed ; 
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they are willing to be openminded and think about the possibility of 
doing something along the lines of some sort of an agreement. 

Senator Capenart. If we are going to go into a new bank or a new 
arrangement, in your opinion, would it be better to simply organize 
some sort of a bank or institution that would limit, 100 percent, its 
loans to purchase of factories. or materials:that. would: do: just: one 
thing and one thing only—and that would be to produce goods within 
these countries, thereby creating jobs ? 

Mr. Ditxon. I think that is an excellent idea but there are other 
things that are also needed. You have to develop the ports, and you 
have to develop the transportation and create the power so the fac- 
tories can run and the transportation.so the goods ean move. 

Senator-Caprnart. I think we‘have that pretty--well: now under 
the World Bank and the Export-Import Bank. 

Mr. Ditton. They are very helpful. 

Senator Carrnartr. The World Bank is pretty much concentrating 
on power and transportation, and so is the Export-Import Bank to 
some degree. But I am thinking in terms of loans that would 100 
percent create jobs making things within the country to be sold to the 
people within the country to be paid for in their own currency. 

Mr. Dit10N. That type of aid is certainly the most attractive. I 
think it is the most attractive to the receiving country. And we favor 
as much of it as possible. 

Senator Capenarrt. Is it not the only thing that will really help 
them? Is not the other simply temporary! ~ I mean» it. is.good. but 
it is simply temporary. 

Mr. Dron. By the “other” I would mean assisting in transpor- 
tation and such things. I do not think that the World Bank, al- 
though they have been very active in that, has been able to fully cover 
the field. I have been so informed by the officers of the bank that 
they think that further assistance along that line is helpful. 

That was, for instance, what we did in*part-of this loan to India 
which was worked out with the World Bank which has primary re- 
sponsibility or has taken primary responsibility for the Indian rail- 
ways. But it is such a big job that any help that could be given they 
thought was very useful. 

So I think there has to be a certain amount of flexibility to do those 
sorts of things too, to make the factories function better. 

But the end result, the goal, is certainly as you say, Senator—the 
creation of the factories that make the jobs. 

Senator Carenart. If you do not do that, then you do nothing gs 
far as the permanent situation is concerned. 

Mr. Ditton. That is right. There is no use having a transportation 
system with nothing to carry on it. 

Senator Carenart. That is right, And you certainly are not going 
to supply enough jobs in countries unloading from boats things that 
other countries produce. And neither are they going to be very good 
customers for the things that we produce in the United States if that 
is as far as they can go. 

Mr. Ditton. None of our development fund under the Development 
Loan Fund which is now operating goes for that sort of thing—just 
lending commodities to keep the country. going. 

Senator Carrnarr. You say it does or does not? 

Mr. Ditton. None of the funds go for that. 
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Senator Carenart. Will a development loan go primarily for creat- 

ing facilities for creating jobs to make things to be sold within the 
countries in return for their own currencies ? 

Mr. Ditton. That is correct. Within the country or for their ex- 

rt to other neighboring countries so they can trade with them. 

Senator Carenarr. That is all at the moment. 

Senator Monroney. Senator Bush, we thank you very much for 
your interest in this matter, and I am grateful to you for your at- 
tendance. The witness is yours. 

Senator Busu. Thank you, Mr. Chairman. I think I am not a 
member of the subcommittee, or am I? I do not think so. 

Senator Monroney. No. We invited, of course, all the members of 
the Banking and Currency Committee and the Foreign Relations 
Committee, and your interest and experience in banking of all types 
makes your attendance very helpful to us. 

Senator Busn. I appreciate the opportunity to sit in here and I do 
thank you for permitting me to ask a few questions of the Secretary. 

Do you know, Mr. Secretary, if we have made any attempt through 
the State Department or otherwise, that you know of, to sound out 
any of the constituent members of the World Bank regarding their 
attitude on this IDA proposal ? 

Mr. Ditton. We have made no such formal checks at all yet. 

Senator Busn. If such a check were made, would it not likely be 
made through the State Department? Or would it be made through 
the Treasury Department in your judgment ? 

Mr. Ditton. I think that the usual way would be to probably do 
a little bit of both, but to make it through the Executive Director of 
the United States on the World Bank, who would talk to his fellow 
directors. He is the Assistant Secretary of the Treasury, Mr. Cough- 
ran. I think that would be the first instance. 

We have not done so as yet because, as I point out at one place in 
my statement, we felt that the response of the other countries would 
be very much influenced by our plans, if any, to put in continuing 
and additional hard currency resources over and above the original 
$300 million. And that has not been clarified at all, so we did not 
think we were in a very good position to do that. 

Senator Bus. What I am wondering about, Mr. Chairman, is 
whether it would be helpful to us in considering this matter in the 
first instance to know or feel that there was some likelihood of a ready 
response among the principal countries at least who are constituent 
members of the World Bank. Especially in view of the fact that, as I 
understand it, it is proposed to use the staff of the World Bank in 
connection with the operation of this enterprise. Is that not true, 
Mr. Chairman ? 

Senator Monroney. Yes; that is absolutely true—that we would 
anticipate that the mechanism, organization, and pattern of suecess- 
ful operation of the World Bank is such that this association would be 
best located as an affiliate, which the distinguished Secretary of the 
Treasury has recommended. 

Let me say, however, that while the Under Secretary is perhaps 
correct in saying that we have made no such formal approaches to 
other members of the World Bank, there has been an unusual and 
significant amount of interest expressed in international] lending in- 
stitutions, which would indicate that other countries are recognizing 
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the problem and desire to do more than they are doing today if the 
mechanism can be provided in the international field. 

Witness the Pella proposal for a regional bank for the Middle East, 

Witness the proposal of Erhard of West Germany. 

Witness the Kishi proposal for a regional bank for development in 
Asia. 

Witness the Venezuelan proposal for Latin America. 

I would like to have the Secretary amplify this: Have there been 
any conversations with the State Department and offers of aid in 
development from any of these countries ? 

Mr. Ditton. I would be glad to answer that, Mr. Chairman, because 
I think that is very germane to this and sort of bears on what result 
we might get. 

I have had a number of conversations with Mr. Pella when he was 
over here last fall, taking that plan first, and then with the head 
financial adviser that he had with him. We told them at that time 
that our interest in the Pella plan or some such plan would be in- 
fluenced very significantly by the amount of fake other European 
countries would actually be willing to contribute. 

Since his plan was an Italian offer, we felt that it would be worth 
while finding what the others would do. The amount of funds that 
Italy offered to contribute under the Pella plan over the life of the 
plan amounted to about $15 million, provided all this other amount 
was put in. 

As you remember, that plan provided for a contribution by the 
European countries of about one-sixth of the amount that the United 
States was supposed to contribute. In other words, under the Pella 
proposal they would contribute 20 percent of what we contributed, 
which would mean that of the total funds they would contribute one- 
sixth, and we would contribute five-sixths, that being the propor- 
tion. 

On that basis, the Italian Government had some informal checks 
with European countries, and they found interest in contributing— 
an indefinite amount but something—in Switzerland and also in West 
Germany. None of the other European countries had any interest in 
contributing to this thing at that time because they said that their 
other obligations were so great. 

Senator Monroney. Could I interrupt with an amplifying ques- 
tion? This was for the Pella plan for a regional bank for the Middle 
Fast? 

Mr. Ditton. That is right. 

Senator Monroney. So interest in the plan would be confined more 
or less to the countries having a very definite interest in the Middle 
East? Would that bea correct statement ? 

Mr. Ditton. That is correct. You mentioned the Pella plan, Mr. 
Chairman 

Senator Monronry. Excuse me for interrupting. I merely wanted 
to confine it to areas. 

Mr. Dixon. I answered that because you mentioned the Pella plan 
as one of the plans. 

Senator Monroney. Yes, sir. 

Mr. Dizon. In the case of Mr. Kishi. 'is proposal for a develop 
ment fund in southeast Asia, as I remember it—and I talked with 
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the Japanese—was based primarily on a hundred percent contribu- 
tion of all the funds that were needed coming from the United States. 
The Japanese were going to provide the technical assistance, and 
they would help to do the commercial transactions and might possibly 
at some later date make some minor contributions to them. 

So that would not seem to be a very good source for funds. 

In the case of West Germany, that is the place where we think 
and hope that they should do more and that they are able to do more. 
Mr. Erhard’s proposals have not been very definite. He wants to 
work with us largely. But again there has been in the West German 
proposals an element of stress on the fact that West German tech- 
nicians were very able and may be better received than ours in cer- 
tain areas and it would be helpful if American funds were combined 
with West German technical ability to carry out these operations. 
But the amounts of foreign funds we have seen from these various pro- 
posals are very little, very disappointing. 

Senator Busu. There is very little assurance of actual currency or 
hard currency coming into the plan ? 

On that West German plan, I ask parenthetically what was the pur- 

se of Erhard’s proposal? What was he seeking to accomplish ? 

Mr. Dition. It has not been formally presented, but their idea is 
that we should combine with West Germany in sort of a joint develop- 
ment program of the underdeveloped areas. 

Senator Busu. Wherever they may be? 

Mr. Ditton. Pretty much wherever they may be. But they are par- 
ticularly interested in India and the Middle East. 

Senator Busu. I see. 

Mr. Ditton. But again primarily their interest was in the main 
part of the funds coming from the United States. 

Senator Monroney. Could I ask if the extent of their contribution 
was discussed ? 

Mr. Ditton. That was not discussed. They never got down to cases 
on the thing. That is why I say their proposal was not formal. But 
it was based on memorandums which went at great length into their 
technical ability, the fact that Germans might be better accepted in 
certain areas than we were, and that, therefore, it would be useful to 
join forces—but primarily always mentioning that American capital 
should join forces with German technical know-how. 

Senator Busu. Then you are really telling us that the various con- 
siderations of this kind of an area nature, a regional nature, have not 
given us a very satisfactory assurance that any of these countries that 
are interested in a regional bank for multilateral lending are prepared 
yet to put up any very substantial amount of hard currency ? 

Mr. Dirt0Nn. That is correct. But they might feel differently toward 
an international fund. I would not want to draw that exact parallel. 
But certainly we have seen no indication. I think there is some 
parallel. 

Senator Busu. The point that is in my mind here, Mr. Chairman, 
is that I would think that before we made a proposition or en cted 
legislation to commit the United States to this kind of a proposition, 
it would be very helpful indeed if we could get reactions from nations 
that were likely to be required to participate in a big way as to whether 
or not they are sympathetic with the idea first, and, secondly and more 
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particularly, whether they are prepared to come along on a proposition 
of this size. 

Mr. Ditton. I think there is great sympathy, as the chairman has 
pointed out, for an expansion of multilateral lending activities. Where 
the difficulty comes is that most of these developed countries that might 
be able to put up funds have not so far indicated anything except that 
they would like to share in such an agency and not put up any money 
themselves or any significant money. 

Senator Monronry. Could I interrupt there ? 

Senator Busu. I would like to pursue this just a little further, but 
I yield for a question here. 

Senator Monronry. Well, what I am trying to get at is this: Is 
not this the first bounce, you might say, that these countries have 
taken? We have never sat down over the council table with a definite 
plan. So you might say that this was the first offer to buy. This is 
not the final offer. These are not firm, fixed ideas. 

Anyone who has had any experience in foreign aid knows it is rather 
difficult to provide for the sharing of the loan. And it is done through 
negotiation. 

I wonder if you would, as Under Secretary of State, say whether you 
feel that we have thoroughly explored the Pella plan, the Erhard plan, 
and the Kishi plan, or in each case is it merely the sunrise of an idea? 

Mr. Ditton. Well, I think conversations have taken place on the 
Pella plan, which probably, while they are not final, are fairly indica- 
tive of the attitude that the European countries have toward putting 
up money. 

Senator Monroney. Anyone else besides Italy ? 

Mr. Dutton. As I said, only Switzerland and Germany indicated 
they would. But this whole thing has been discussed informally in 
the OEEC with all the European countries, and they were asked to 
check back with their governments. The general attitude was not 
very favorable toward their contributing much money. 

And the same thing I think would apply—I think it is fairly firm— 
on the Kishi proposal. 

As far as the Erhard proposal goes, it is not firm at all. We have 
not had any real negotiations with the Germans. 

I would again like to say that this, of course, was based on differ- 
ent plans. These were regional ones and particular things. 

Senator Monroney. But is not the important fact that Italy offered 
$15 million in hard currencies for a regional bank for the Middle 
East? If my calculation is correct, Italy’s contribution in the World 
Bank is 1.9 percent of the total capital, which would be only $19 
million of hard currency for Italy to participate in this proposed 
IDA on the same basis. So maybe we are not as far apart as it 
seems when you put it on a worldwide concept. They might be will- 
ing to increase their share by only $4 million in view of the fact that 
they would have their membership and stock in a worldwide opera- 
tion with its advantages compared to a regional bank. 

Excuse me for interrupting, Senator, but I think it was in line with 
what you were saying, and I wanted to try and get the specific 
information. 

Senator Busn. Yes. I thank you, Mr. Chairman. 
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And I want to say to the chairman here that my questioning is not 
directed out of a sense of conviction in advance that this is a bad deal. 
I am generally sympathetic to the idea, assuming that it is practical. 

My questioning is on the basis of whether it can be made practical 
or not. I want the chairman to understand that. 

Senator Monronry. Right. That is the purpose of these hearings, 
1 might say to my distinguished colleague. We do not wany anything 
impractical. 

nator Busu. That is right. That is why it does seem to me first it 
would be very, very helpful indeed to this committee, before it acted 
on a measure of this importance, if we could get from the proper 
Government agencies, State and Treasury Departments, scme assur- 
unces concerning the likely attitude of some of the most important 
participants that are going to be invited to take part in this plan. 

I think there might be some embarrassment to others of our friends 
and maybe to ourselves if we were to enact legislation of this nature, 
to enact the bill in its present form, without any advance knowl- 
edge that other countries were interested in participating and then 
have them turn it down flat. 

Senator Monroney. Would the Senator yield for an explanation 
of what we are doing? Because I think we are both in agreement. 

Senator Busu. Yes. 

Senator Monroney. This is a Senate resolution, expressing the sense 
of the Senate that we should do more in multilateral lending through 
an international organization than we are now doing. 

Senator Busu. I realize that. 

Senator Monroney. There should be a decline in our position of 
becoming the sole banker of the world, and it expresses the sense of 
the Senate as in favor of the idea. 

Senator Busn. I realize that. 

Senator Monroney. We express the sense of the Senate that certain 
parts of our foreign-aid costs should be used to offer to join the rest 
of the world in subscribing the initial capital to this association. 

Now, that is the sense of the Senate. We are in fact asking for esti- 
mates, you might say, on a blueprint that is not completed. It is 
merely an exterior elevation design of a structure that we think might 
capture the imagination of these nations, if they have something tangi- 
ble to consider. 

Now, the conversations that the Secretary has been having regard- 
ing the Pella plan, the Erhard plan, the Kishi plan, the Venezuelan 
plan, have been concerned with regional banks, which have many dis- 
advantages, because when the Middle East gets in trouble, then that 
bank can go broke. If you have a continuing series of upsets in Latin 
America, a Latin American bank could go bad. With one of the fine 
insurance companies of Connecticut that has a 48-State spread, your 
risk is spread over a greater area. Likewise, one international opera- 
tion would have greater chances of success than a series of regional 
banks. 

Senator Busu. I would say to my good friend, the chairman, that I 
understand that it is a resolution, that it expresses the sense of the 
Senate, but I do not think that diminishes the importance of what. I 
said. I think there are many Senators—and I am one—who would 
not want to express the sense of the Senate on such an important matter 
without knowing what the sense of some of these other organizations 
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may be, such as the Bundesrat and maybe the Chamber of Deputies 
and a few other parliaments, or at least to have assurances from the 
state departments of other nations who would be expected to con- 
tribute. 

I think that this thing ought to be sounded out in a very thorough 
way before the Senate is asked to express its view. 

T will leave that point there, if I may, and ask one more question. 

Senator Monroney. Certainly. 

Senator Buse. When the Senator from Oklahoma introduced this 
on the floor I only raised one question at that time. I want to ask 
Secretary Dillon the same question—as to whether it appears to you, 
Mr. Secretary, that the Development Loan Fund, which we have 
recently enacted, and the proposed International Development Associ- 
ation, which we are discussing, are mutually complementary or whether 
they are mutually conflicting. 

Would you care to comment on that question ? 

Mr. Ditton. Yes, Senator. I mentioned that at one point in my 
prepared statement. 

We feel in the Department of State strongly that there is no con- 
flict between these two things, that they are not in the slightest bit 
conflicting. We feel that because of the size of the demands for capital 
from the underdeveloped countries it will be essential to maintain a 
United States program, which is the Development Loan Fund, with 
any modifications that experience may dictate. But we see no reasott 
why there might not turn out to be a very valuable supplement to it 
through an organization such as has been proposed here and such as 
we are discussing. 

How large or how effective such an organization could be I think 
would depend primarily on what we find out when we talk to the other 
countries who might be members of it. 

Senator Busu. The reason I raise that point is, Mr. Chairman, that 
if I understand the Development Loan Fund’s purpose, it has very 
much the same purpose—to do very much the same type of financing 
that is contemplated in the IDA. 

Senator Carenart. Will the Senator yield? 

Senator Busn. Yes; I will yield. 

Senator CarpeHart. You see, the big weakness of this idea is this. 
I will read the terms: 

Providing long-term loans available at a low rate of interest and repayable 


in local currencies to supplement World Bank loans and thereby permit the 
prompt completion of worthwhile development projects which could not other- 


wise go forward. 

Of course, under that paragraph, it is just not a bank, It cannot 
reinvest its currencies, because it is a one-shot proposition. 

In other words, we put up $300 million in dollars, and the others 
put up $700 million in dol ars, and it is loaned. Then the people 
start repaying it in their own currencies, and then you are through. 

Senator Monroney. Is that not just exactly what Mr. Dillon testi- 
fied yesterday happens with the Development Loan Fund’? We get 
it back in local currencies. 

Senator Carenarr. Yes. 

Senator Monroney. The same kind. And we think we will get 
more dollars back in the proposed Association, because we expect, 
when fhe apparatus is completed, that they will pay back in hard dol- 
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lars that proportion of the loan that they borrow in hard dollars, 
and that the proportion they borrow in soft currencies will be paid 
in soft currencies. 

Senator Carenarr. Of course, there is no question but what you are 
right, and there is no question but that that is the weakness of the De- 
ment Fund. That is why everybody who advocated the Develop- 
ment Fund has suggested, as I am sure Mr. Dillan has and others, that 
we will have to put up anywhere from $500 million to $1 billion a 
year in dollars. 

' There is nothing funny about it, because anybody who looks upon it 
as being humorous just does not understand banking. 

Senator Monroney. This is an endless chain, then, of siphoning 
dollars into the capital stock of what we call a bank ? 

Senator Carenarr. There is no question about it. And that is the 
weakness of this suggestion—the fact that it is not a bank. It is a 
one-shot proposition. If you were repaid in dollars or in hard cur- 
rencies, then you could reloan them again. But you cannot reloan the 
currencies of every little nation of the world because they have no 
value to you. They will not purchase goods in countries that have 
the kind of goods and materials that you need for development proj- 
ects. They just do not have them. 

Therefore, you end up with a 

Senator Monronry. I would like to have the Secretary comment 
specifically now on what. the distinguished ranking Republican mem- 
ber of the committee had to say. I think it is a very important thing 
to have the State Department’s comment on this very important line 
of questioning. 

Mr. Ditton. I will be glad to. As I pointed out in the sort of in- 
troduction to my statement, it is in the interest of the United States 
and has been so recognized by the Congress and in the purposes of 
the mutual security program to promote the development of these less 
developed areas so that they can carry on their development in free- 
dom and democracy. 

Now, it is in the very nature of the development process—it is 
nothing new; it has been the case throughout history—that this 
development requires outside capital for a long period of time. So 
for a continuing period of time that capital will have to be made 
available through some form, whether it is through this sort of a 
bank, through the Development Loan Fund, or through any other 
mechanism, if we are going to continue to pursue this objective of 
promoting the development of these areas. 

Now, it is not a thing that lasts forever, because countries when 
they reach a certain point in their development are able to produce 
enough capital goods to carry on their own development themselves. 

But until that time comes, which is not in the immediate future, 
we certainly will need to appropriate large sums of money, as the 
Senator from Indiana pointed out, either for the Development Loan 
Fund or for some other mechanism unless we are going to give up 
this program, this objective which we feel is vitally important and 
which the Congress has agreed is important to promote the develop- 
ment of these underdeveloped countries. 

Senator Monroney. But I do not believe the Secretary has quite 
come to grips with the statement of the distinguished minority mem- 
ber of the committee—the fact that he was of the opinion that the 
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Loan Fund and the capital of the International Development Asso- 
ciation would be frozen and, as it was siphoned out into aid, the 
incoming currencies would be useless to us. _ 

Incoming dollars would be usable. I think we are agreed to that, 
whether those dollars are repayments of loans to the International 
Development Association or to the Development Loan Fund. The 
two are on all fours with respect to the turnover of the hard dollars, 
are they not? 

Mr. Dizon. That is correct. 

Senator Monroney. So can you answer the distinguished ranking 
member’s question in the affirmative that they are exactly the same 
as to the recapture of whatever dollars are paid back on the loans? 

Mr. Ditton. I can answer, I think, the chairman’s question, and I 
would be glad to. 

Our philosophy in this Development Loan Fund—which, as has 
been pointed out, has purposes in the development field that are as 
far as I can see identical with those of this proposed Association— 
is to promote this development. We make loans in dollars, and those 
will be repaid in local currencies in large part. Those local cur- 
rencies will be for the most part only usable in the country in which 
they exist. They will be of use there, as we pointed out yesterday, 
in paying for local costs of certain projects that can then be reloaned 
for that purpose. 

In certain countries, such as India—I take that as the example 
because I think it is probably the most advanced of these less devel- 
oped countries—we would hope that in a period of 20 to 25 years, 
taking a figure more or less out of the hat but which looks like a 
possibility, the Indian economy would be in a position where they 
could begin to convert some of these local currency balances which 
we have into goods which we could export which would give us the 
equivalent of dollars. So that at that point we would begin to get 
repayment in dollars. 

ow, when you are dealing with a country that is much less ad- 
vanced in the development process, such as Cambodia or a similarly 
placed country, the period of time will be much further off. 

Senator Monroney. I want to be sure I understood you correctly 
that the Development Loan Fund not only proposes to make the hard 
dollar loans to these underdeveloped countries but that it is contem- 
plated, as I understood your last statement, that we will loan back to 
the country its repayments to us in local currencies? Is that correct! 

Mr. Dutton. That is correct. The Development Loan Fund as it 
has been set up has been set up as a revolving fund for the purposes of 
development. The repayments from the Development Loan Fund 
loans will go into the fund and will be available for the same purposes, 
the purposes of the act, which are to promote development. 

So presumably at that time—and this would be a number of years 
in the future before any substantial repayments will come in—we 
would have the use of those to relend along with dollars that we 
would hope would be appropriated at that time. 

Senator Busu. In other words, Mr. Secretary, they remain in the 
fund even after they are paid back to the United States? They go 
into the Development Fund, like the highway fund ? 

Mr. Ditton. That is correct. 
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Senator Busu. I mean they go there so they are available for 
future use ? 

Mr. Ditton. That is correct. 

Senator Monroney. To lend in the country that is repaying them 
to us. 

Senator Busu. No; not necessarily. They could be loaned into 
another country. 

Senator Monroney. That was not the Secretary’s statement. 

Senator Busu. If country A liquidated its loan and fully paid it 
back to the Development Fund, could you not lend it then to country 
Bt 

Mr. Ditton. There would be no legal reason why you could not, 
but the economic facts are, as we pointed out, that these local curren- 
cies which you would have are not of much use to country B, so they 
would presumably be loaned back in- 

Senator Busu. That would be a pr: racti sal consideration ? 

Mr. Ditton. A practical consideration. But legally there is no 
reason why they could not be relent elsewhere. 

Senator Busu. That is my point. 

Senator Case. Will the Senator yield ? 

Senator Busu. I yield to the Senator from New Jersey. 

Senator Monroney. The Senator from Connecticut has the floor. 

Senator Busn. I yield to the Senator from New Jersey 

Senator Case. This I think is one of the key points of this whole 
matter. Another reason, beyond the fact these currencies might not 
be very useful, is the fact that the countr y whose currency it is would 
be extremely concerned if its currency was available for loan by what- 
ever agency, whether the Development Fund, the proposed Associa- 
tion, or anything else, freely and without sharp restriction. The cur- 
rencies represent claims on the assets and the very essence of these 
countries, and, therefore, it is impossible, without great restrictions or 
some kind of agreement between these countries, like the European 
Payments Union or something of this sort, to use those currencies 
at all. 

Mr. Ditton. That has been our experience, Senator. And, of 
course, as long as these countries stay in the underdeveloped category, 
all capital assets which they can produce as their development ad- 
vances they can consume and wish to consume in their own country, 
so they have very little left available for export, and what is available 
for export they would wish to sell for hard currency so that they would 
have that available to buy more capital goods to bring in rather than 
have their capital goods go out without any repayment that would be 
useful to them in their development program. 

Senator Case. Thank you very much. 

Senator Bus. Mr. Secretary, I want to go back to this question of 
possible conflict of interest between the Development Fund and the 
IDA which we have before us. Of course, time enters into this. We 
have only a 3-year appropriation—or we have not even that. We 
have an appropriation for 1 year, have we not? 

Mr. Ditton. We had an appropriation just for the last fiscal year, 
fiseal year 1958. We are asking for a new one. 

Senator Busy. We have an implied commitment for a 3-year pro- 
gram, $500 million, then $750 million for 2 years? Is that not correct ? 
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Mr. Duton. No, sir. Last year the Congress authorized a 2-year 
program and they authorized $625 million for this year. 

Senator Busu. That is right. The Congress cut dows the recom- 
mendations from the President on that. 

Mr. Dizon. That is right. 

Senator Busn. So we actually have only a 2-year program. 

Senator Monronry. Could I interrupt to amplify / 

Senator Busu. Yes, I will yield in just a second. But it probably 
would take a couple of years for this organization to get on its feet, 
so that there might not actually be any conflict. But assuming that 
the Development Fund was in existence and in a position to do business 
because it may have its money unloaned at the time that IDA would 
come into being, it would seem to me that the purposes of those two 
organizations were exactly the same and that, therefore, there would be 
im a sense possibly competition with each other. 

Is that not a likely possibility? The United States would be a 
partner in each. It would be the whole partner in one, a single 
proprietor in one, but in the other it would be the largest partner. 

What do you think about the desirability of that kind of an outfit? 

Mr. Ditr0on. When I said, Senator, I did not think there would be 
any competition and that the two could go on side by side, I was 
referring to the fact that I think the need is very large. If the IDA 
would be set up and would receive annual contributions from the 
United States in the order of what we feel was necessary to provide 
the capital goods for underdeveloped countries, say something in the 
neighborhood of $750 million a year, and if it was to maintain its 
multinational character our contr ibution would have to be matched by 
similar contributions from the other developed countries. At the mo- 

ment we can, I think, say flatly that we see no possibility whatsoever 
of contributions in that magnitude every year coming from the other 
developed countries. 

Therefore, our view of this matter is that the IDA, if it should 
prove practical and be set up, would probably come into being on a 
much more modest basis than that and would be useful in certain 
areas of the world and in certain situations where multinational lend- 
ing may have advantages over bilateral operations, which 1s certainly 
not true in all of the world but it is true in certain areas. 

Now, to avoid competition among lending agencies, in the proposal 
we are putting up this year to the Congress for incorporating the De- 
velopment Loan Fund we are adding to the Loan Committee as cre- 
ated last year, or proposing the oaditien of, the United States Ex- 
ecutive Director on the World Bank, the Assistant Secretary of the 
Treasury, Mr. Coughran. And he w ould presumably have a similar 
position in this organization. 

The reason we are doing this is that we want to insure the closest 
coordination of our activities with those of the World Bank, and 
that would carry over into this. In the case of the Export- Import 
Bank, the Chairman is on our Board, and so far we have worked 
out a very good operating arrangement, and there is no feeling of 
competition. We work together. But it is only possible by having 
close coordination at the top. 

Senator Monroney. Would the Senator yield for an amplifying 
question at this point ? 

Senator Busn. I do yield to the Senator. 
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Senator Monronry. In your statement on page 7 you say: 


There is also another important reason for the maintenance of a purely United 
States program‘ of development. As I have pointed out, the needs of the less 
developed areas over the coming years will require a substantial annual con- 
tribution from the United States for soft loans in addition to the large sums now 
being made available annually by our allies. We have estimated this requirement 
at about $750 million a year. Many students of the problem consider such a 
figure to be well on the low side, and feel the real requirement is for a United 
States contribution more in the order of a billion dollars a year. 

Now, that refers also to soft loans, does it not ? 

Mr. Ditton. Practically entirely; yes. 

Senator Monronry. Then this Development Loan Fund is not a 
2-year operation but you anticipate coming back to Congress for a 
minimum of $750 million a year for additional dollar capital; and, 
if these students of the subject are correct, it would require an addi- 
tional capital of $750 million to a billion dollars year after year. 
For how many years? 

Mr. Ditton. I would not like to give any advance idea of what 
we think we will be coming back for until we have had greater ex- 
perience. When I said we have estimated this, that was the estimate 
that the administration made last year when we sent up the original 
proposal for the Development Loan Fund. 

Based on the number of inquiries that have come in to us and checks 
we have made of the ones that have been examined, it would seem 
to bear out that the need, at least in the beginning years, is on that 
order. 

Now, it might change, but certainly I would agree that this is not 
a short-term program. We feel we will have to come back for many 
more years for substantial sums. What the exact amount is I do not 
know. These other specialists that I have mentioned were some of 
the consultants to this special Senate committee last year that studied 
this whole program and which made reports indicating that the sums 
needed were higher than what the administration recommended. 

Senator Monroney. Since the authorization of the Development 
Loan Fund is for a 2-year program as far as Congress is concerned, is 
this not a good time to look around and see if there is another idea that 
might provide a mechanism by which the rest of the world can par- 
ticipate? A number of countries have already shown interest in 
multilateral lending and the use of their funds, both hard and soft 
currencies, in sharing this burden. If the United States carries it 
alone to the degree we are now, it will be a continuing program for 
many, many years requiring additional capital injections in hard 
dollars to the Development Loan Fund of $750 million a year. 

Senator Busu. I think, Mr. Chairman, you used the right language 
when you said “look around.” I go back to my original suggestion 
now and urge the chairman to call on the proper agencies—the Treas- 
ury and the State Department, if he thinks both are needed—to give 
this committee their views of the likely response that we are going to 
get from these most important partners who are supposed to make up 
two-thirds of the capital. 

Senator Monroney. May I say to my friend that unless someone 
far more important than the chairman of this subcommittee gives this 
proposal a sprinkling of holy water, we will not be able to ascertain 
the sentiments of the rest of the world toward a “Monroney plan.” It 
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is not important to them to consider something that one lone Senator 
from Oklahoma is proposing. It is only if it is seriously considered 
by the United States Senate and is stated as the sense of the Senate 
that we will have anything on which we will be able to get an expres- 
sion of opinion other than informal dinner table conversation. Mr, 
Dulles is wedded to the unilateral lending proposition. 

Senator Busu. I do not think he is. 

Senator Monroney. I believe he is determined that we are going to 
continue to be the sole banker of the world, and has literally got a 
“keep out” sign on the State Department door for anyone from Pella 
to Erhard to Kishi who would like to do it a different way than the 
Dulles way. Consequently, I do not think we are inviting ideas or 
cooperation, or giving serious consideration to these proposals. We 
get the chloroform administered to us in small doses of “it should be 
studied with all due diligence.” 

Senator Busu. Mr. Chairman, I want to take exception to your 
analysis of Mr. Dulles’ views on this. I do not think we have any 
idea, what his views are on this except as they have probably been 
reflected in Mr. Dillon’s testimony. 

Senator Monroney. I thought the Under Secretary spoke for Mr, 
Dulles. 

Senator Busu. But I think the Secretary has given us a very open- 
minded approach to this situation thus far, and as one who is gen- 
erally sympathetic with the idea of the World Bank and of the cor- 
poration that we formed last year affiliated with the World Bank for 
equity financing, I think the Secretary has made a very cooperative 
witness here and 

Senator Monroney. I think he has been cooperative, but I do not 
think he was overly enthusiastic about the idea. 

Senator Busx. But my point is I do not think he has represented 
himself or Secretary Dulles as being opposed to multilateral lending 
or another organization in the World Bank, especially if there was 
some good chance that it might replace our own direct lending pro- 
grams. 

I want to make that clear. I do not think we should let the record 
show that the State Department—Mr. Dulles or anybody—is opposed 
in theory to multilateral lending or the formation of an organization. 
But I do think they are justified in pointing out to us that on the 
record based on conversations which they have had with other govern- 
ments so far they do not have any reason to believe enthusiastically 
that these governments would be responsive to this suggestion. 

That is why I repeat my request, and I would be glad to make a 
motion in the full committee, if the Senator is very modest about his 
connection with this bill. I would be glad to make a motion in the 
full committee that we call upon the State Department and the Treas- 
ury Department to sound out these other governments regarding the 
IDA plan as proposed by the distinguished Senator from Oklahoma. 

That is what I would like to do. J would like to see what reaction 
we can get. And I think that it would be much more likely to get 
favorable consideration for the resolution if the Senators have some 
idea as to what the response may be. 

Now I yield the floor. 

Senator Monronry. We cannot, may I say to amplify, call the Am- 
bassador of India here to testify, or the Ambassador from Finland. 

Senator Busu. No, we cannot. 
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Senator Monroney. I am certainly in agreement with the headline 
on the story in the highly respected New York Times covering the 
opening day of the hearings. After the Secretary of the Treasu 
testified, the headline read : “Anderson is cool to second World Bank.” 
I felt the frigid blast myself, and I am glad the New York Times cor- 
respondent, E. W. Kenworthy, also observed that the temperature 
dropped some 30 degrees. It was not snowing quite, but it was putting 
acrust on the water in the pitcher. 

I do not think we need to belabor the fact, but apparently the word 
has gone out that Mr. Dulles does not like it. And if he does not, all 
the talk and all the hearings that we are having here is not going to 
encourage any vast number of diplomats with attaché cases to go 
charging up to the front door of the State Department to talk to Mr. 
Dulles about a multilateral lending operation or their willingness to 
get on the dotted line. 

I did not mean to take quite so much time, and I apologize. 

Senator Busu. Thatis all right. 

Senator Carenarr. Mr. Chairman? 

Senator Monroney. Yes. 

Senator CapeHart. We have multilateral lending agencies at the 
moment in the World Bank and the International Monetary Fund 
in which we are members with 60-odd other countries. 

Senator Monroney. I am well aware of that. 

Senator Carenarr. As I said yesterday, I congratulate people on 
having ideas, because we have first got to have ideas before we can 
ever accomplish anything, I think. But there might some day be 
something worked out like this. But, unfortunately, your idea is 
purely on the basis of what I call a one-shot assistance; namely, that 
when we use up our $300 million, we have got to come back and get 
another $300 million from the United States and get another $100 
million from Germany and $100 million from England and $100 mil- 
lion from France. 

That is the weakness of it. If we can find some way to get around 
that weakness, you may have a good idea, because I know of nobody 
that is opposed to the multilateral idea as such. But to do any good 
at all in this situation it would have to be a continuing thing, meaning 
that you would have to put hard money into it each year. The coun- 
tries that have hard money would have to put it in each year. 

That is what the World Bank does. All their repayments, you 
know, are in hard currencies, and they reloan the money because it is 
in hard currencies or they sell their own debentures in the United 
States market and get dollars and then they loan those dollars. 

The problem here is getting around this—how to make this a bank 
in which you do not have to continually contribute money every year 
to the stock of the bank or to the capital of the bank. That is the 
problem. 

Senator Monroney. Well, but would that not be true under the 
Development Loan Fund where we are contributing 100 percent? 

Senator Carenart. Yes. 

_Senator Monronry. Under the International Development Associa- 
tion or even under the World Bank we would be contributing 30 per- 
cent and the rest of the world would be contributing 70 percent. 

A further difference between the Development Loan Fund and the 
International Development Association that we propose involves the 
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usefulness of local currency. The State Department says none of it 
would be usable in multilateral trade, but many of the people I have 
discussed it with feel that there are uses in multilateral trade. 

It has been said that local currencies, now largely sterilized and 
stagnant, will only be usable for lending back to the country which 
is repaying the hard dollar loan to the Development Loan Fund. But 
the proposal on which we are having hearings would involve use of 
an intermixture of the soft currencies in world trade, supplementing 
a hard dollar base, much as the distinguished Paul Hoffman testified 
they were able to do with $300 million in the European Payments 
Union. 

Senator Busu. Will the Senator yield? 

Senator Monronry. Yes. 

Senator Carenartr. Let me finish. 

Senator Busn. Just let me say this in regard to the chairman’s state- 
ment. I have yielded many times to the Senator. 

Senator Monroney. You have been very courteous in yielding to 
me. 

Senator Busu. I just wanted to make this point about Paul Hoff- 
man. I sat here and listened to Paul Hoffman very attentively, and 
he made a splendid statement. But what Paul Hoffman said was this 
thing ought to be thoroughly investigated. 

I come back to my point that a thorough investigation of this 
proposition certainly involves, Mr. Chairman, going to some of our 

rospective partners in this bank. I now would ask the chairman if 

e has any indication, as a result of the publicity given to the IDA, 
whether the Senator as its sponsor has had any indication, from any 
foreign governments that would encourage the committee in consider- 
ing this thing at this time. 

i mean have you had any response from the British press, the 
French press, the German press? What reaction do we have? 

Senator Monroney. I can only say that in informal conversations 
with representatives of other nations, whom I cannot name, there 
has been a considerable interest in this. But there is nothing on 
which they can hang their hats. The sense of the Senate being ex- 
pressed in the resolution we have before us would give us such a hat- 
rack and make this proposal more than a single Senator’s idea. These 
diplomats will not rush to the State Department to discuss a program 
which is apparently now ready for study, but study in the sort of a 
“due diligence” way. 

The new fund that was set up about a year ago by the World Bank 
took 4 years before the United States, through the good offices of the 
State Department, ever got it before the World Bank for the actual 
raising of $100 million for private investment abroad. 

Now, I am sorry if I am dissatisfied with that speed trial. And I 
think we should have a sense of urgency greater by far than has been 
displayed in approaching this. 

enator Busu. Do I take it that the Senator rejects my proposal 
of getting the State Department and the Treasury Department, or 
whichever one they may agree is the proper one, to get a sounding on 
this situation ? 

Senator Monroney. I would say that without the sense of the Sen- 
ate being expressed, you might as well get a sounding by talking to 
the snowstorm outside. As long as it lacks the blessing of the great 
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body of which we have the honor of being members, at. least tempo- 
rarily, we are not going to get this thing in shape before the appro- 

riation requests for the $750 million, the ¢ estimate in the distinguished 
Pinder Secretary’s statement, come up next year, or the following 
year. : 

If we follow the same timetable as in the past, we will be “much 
older and deeper in debt” as the old song goes. We will have invested 
several billions of dollars in additional capital in the State Depart- 
ment Bank. 

Senator Busu. I would like to observe this. My recollection is not 
too clear about the formation of the World Bank, but I believe that 
leading up to that there was a great deal of negotiation at a diplo- 
matic level so that when they came to take action on this there was 
assurance all around as to what the attitude was of the various pro- 
jected, expected participants in both the bank and the International 
Monetary Fund. 

I think that is one of the reasons we have a State Department—a 
diplomatic service—to explore these 

‘Senator Monronrey. May I remind the distinguished Senator that 
the State Department generated the idea of the Bretton Woods Con- 
ference. I happened to sit on the Banking and Currency Committee 
of the House when we authorized the Bretton Woods Conference. 

May | also say to my distinguished colleague that I have suggested 
such a conference in the many, many conversations I have had with 
the State Department over the months that have elapsed. For rea- 
sons which I think are good and sufficient, on advice of people whose 
judgments we respect on many subjects other than IDA, I agreed to 
this resolution, although I originally thought that the other approach 
was probably better. 

I think the distinguished Secretary will, perhaps, concur in the deci- 
sion that a resolution is a better modus operandi than another Bretton 
Woods Conference. Is that correct, Mr. eres ¢ 

Senator Busn. With that I would agree. I did not propose another 
Bretton Woods Conference. What | “proposed was that some of the 
groundwork preceding the Bretton Woods Conference be applied to 
the consideration of this financial organization, and that the thing be 
approached on that basis, and that the Senate does not begin by 
handing down an edict on this thing without having really thoroughly 
invest igat ed. 

Senator Monroney. This is not an edict. This is only the ex- 
pression of the idea that the Senate feels we should be moving toward 
(1) international lending, and (2) the greater use of local currencies 
in foreign aid. It is as simple as that. I do not think the Senate is 
going to be crucified on a cross of counterpart or—— 

Senator Busnu. Or even soft currency ? 

Senator Monroney. Or even soft currency. We have it running out 
of our ears already. I am just trying to find a way to use these bales 
of local currencies that we have acquired in exchange for bales of 
cotton. Otherwise, somebody, sometime, is going to say, “So what?” 
We are authorizing sales of a billion and a half a year in this extension 
of Public Law 480. The bill on the floor of the Senate today is for 
another billion and a half a year. ‘This acquisition of local currencies 
is like raising guinea pigs. I would like to find some use for the 
guinea pigs. 
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Senator Carenart. But this bill does not change that situation one 
iota. You would still have the currencies. You would still have the 
same problems you have now in connection with it. This bank you 
are talking about would not change that situation one iota. We would 
still have exactly the same problems. Your idea is all right, and a 
good one, if we can find some way to make a bank out of it that can 
reloan the capital that is contributed to it by the different countries, if 
they will go in on it; to have it a continuing bank without having to 
put up each year the same amount of money that was originally put 
up by each owner of the bank. That is your problem. 

Secretary Monroney. I disagree, but we will not detain the Secre- 
tary to referee our argument. 

Mr. Ditton. Well, could I make a couple of comments? There have 
been some statements made about the attitude of the administration, 
particularly the State Department, toward this proposal which I do 
not think accurately reflect the attitude either of the administration 
or the Department of State. 

We feel that this is an interesting proposition. We have no oppom 
tion, in principle, to a multilateral agency that would make soft loans 
of this type. Our skepticism, if you would put it that way, is that 
we see the demand for capital goods and for assistance to these under- 
developed countries as a very substantial annual demand, and we feel 
that substantial amounts of currencies from countries which produce 
capital goods, including the United States, have to be made available 
every year to carry out the objectives of helping these underdeveloped 
countries. 

We do not feel, on any experience we have had so far, that the other 
developed countries—of Western Europe, Japan, and Canada—would 
be in a position to put up anything like the amount required on an 
annual basis, which would be something in the neighborhood, if they 
match us, of maybe $750 million. If they go on a 2-to-1 basis, it would 
be a billion and a half dollars a year in addition to the sums they are 
already putting up. Therefore, we feel that this particular program 
will probably have to be an adjunct to our present lending program 
rather than to be able to take its place. 

In my statement on page 7, I particularly pointed that out and said 
we would be particularly interested in such a new agency if the creation 
of it were to elicit a Jarger flow of capital from other developed 
countries in a position to contribute. I would like to make just one 
other comment if that clarifies the position of the Department. 

Senator Monroney. Would you excuse me, to get a little more clari- 
fication on it? 

Mr. Ditton. Yes. 

Senator Monroney. Lacking this contribution from other coun- 
tries, then, is it not a fact that we, unilaterally, contribute the whole 
thing under the Development Loan Fund of the State Department ? 

Mr. Dizxon. That is correct. 

Senator Monroney. So, the dollar exposure is greater without an 
International Development Association. We could, if we chose, add 
dollars to the International Development Association—for example, 
through a recycling of the interest that comes in from our foreign loans 
in the amount of a hundred or two hundred million dollars a year. 
We could earmark this income for 3 or 4 years for the purchase of 
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bonds of IDA payable in 20 or 30 years when some of the money is 
available again. 

Mr. Ditton. It is certainly correct, Senator, that, if the Congress 
should decide that they preferred to make our contribution through 
the IDA and would appropriate something like the sums that we 
feel are necessary—I mentioned $750 million—some of that could 
come from repayments of other loans to us if the Congress decided 
that was the way todo it. Some could be new money. 

However, I question whether the Congress would want to funnel 
all our funds through such an institution if the other countries were 
unable to match those funds. And I question the fact that IDA, if 
such were the case, could retain for long its multinational character 
if 80 or 90 percent of its funds came from the United States. 

The United States, because we are the strongest country, eco- 
nomically, in the world, has ever since World War Il—and I am 
afraid will have to continue—had to bear a large and possibly dispro- 
portionate share of the burden, certainly disproportionate in connec- 
tion with population. 

Senator Monroney. But would it not be possible, Mr. Secretary, 
if we chose to do it, when the final charter of the International De- 
velopment Association was arranged, to earmark in one bill a portion, 
say a third, of our incoming interest from foreign loans for this 
purpose? I think this interest is in the neighborhood of $300 million 
today. 

Mr. Ditton. Correct. 

Senator Monroney. Or we might commit $100 million a year for 
purchase of bonds issued by IDA. While it would not be the prime 
security of the bonds of the World Bank—which are being floated 
freely with private investors, instead of tax money furnishing the 
lendable dollar capital—the Association could issue a sort of a “B” 
grade bond payable in 25 years at perhaps a lesser rate of interest. 
If additional funds were provided in this way it would not destroy 
the international character of the bank and again come back to the 
evil of being the banker of the world which is inherent in the State 
Department bank. 

It seems to me that the point you have just made implies an en- 
dorsenent of IDA. When you say that there is a danger that the 
World Bank or its affiliate, the IDA, would lose its international 
character, you have implied advantages in international lending and 
disadvantages in unilateral lending. 

Mr. Dirxon. I did not mean to do so. I have said I think clearly 
before, Senator, that there are certain areas of the world, certain 
cases, where multinational] lending we would agree has advantage over 
bilateral lending. That is not the case in many parts of the world— 
in fact, in the majority of the world. 

Senator Monroney. Would you define—— 

Mr. Ditton. You could do this $100 milion just as you say. Abso- 
lutely. That would be perfectly possible. But that would provide 
only $100 million a year, whereas the need is nearer $750 million. 
So we would have to find the rest. of the money somewhere else. 

Senator Monronry. You well understand the second-mortgage 
operation we are proposing. Would we not find that by this opera- 
tion IDA would make possible more hard loans from the $10 billion 
fund ready for lending in the World Bank? ‘That this would expand 
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perhaps if the ratio of lending which I have informally been advised 
could be possible by making 30 percent of a loan from IDA, subordi- 
nated to a World Bank loan of 60 percent, you would increase by a 
ratio of 3 to 1 the World Bank loans. You have made those additional 
loans good by the subordination of 30 or 33 percent of the loan in a 
longer term, lower interest second mortgage. 

Mr. Duwton. That is correct, although, I cannot state the exact 
figures, but that is the way the Development Loan Bank is also now 
operating. The fact that we can make soft loans makes it easier for 
the World Bank to make larger hard loans and also for the Export- 
Import Bank to do so. 

However, the figures that we were talking about were based on the 
need for soft loans. They were not based on the total requirements 
of the world, because the world, for development, will require far more 
than $750 million a year. It will require that in the way of soft loans 
»lus very substantial loans from the World Bank, which in the past 
Soe been averaging maybe $400 million a year. 

Senator Monroney. This is a banking matter that you know far 
more about than I do, but would this not accelerate’ A soft loan is 
only “soft” because of the difficulty of paying out at the usual terms 
and interest rate. 

But if 30 percent of the total amount is provided under a subordi- 
nated second mortgage for a term of 40 years at 2 percent interest, then 
the balance of the loan, even at the usual terms of 20 to 25 years and 4 to 
6 percent interest, becomes a good loan. Iam told informally that the 
World Bank could have made 50 or 60 more loans which they would 
have considered good bankable loans had they been able to subordinate 
about 30 percent by such a second mortgage operation as we propose, 

What is a soft loan by the World Bank’s standard becomes a hard 
loan, not only to the extent of the 70 percent, but with the payment of 
the first mortgage in 20 or 25 years the second mortgage also becomes 
a prime security. 

Now, am I correct in that ? 

Mr. Dixon. I think in general that is exactly what we are trying to 
do with the Development Loan Fund and are doing with the World 
Bank and also the Export-Import Bank. Where I think there is a 
difference of view possibly between us is in the total requirement for 
these soft loans. 

We are convinced that it will be substantially larger than the 
capitalization proposed by this new IDA to carry except for a very 
short period of time and that very substantial annual contributions 
would be required. We feel, frankly, that the possibility of getting 
other countries to match those in the amounts required is not good. 

Senator Monroney. Would you amplify your earlier statement by 
telling us in what areas of the world you believe unilateral lending 
is better? 

Mr. Ditton. Unilateral lending? 

Senator Monroney. You said in some areas—in most areas, as I 
recall the statement—that unilateral lending is better than multi- 
lateral lending. 

Mr. Ditton. We have found generally, with the exception of the 
area of the Middle East where tensions are very high, that the coun- 
tries concerned indicate at least to us that they would just as soon, 
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if not. prefer, deal with us directly rather than with a multilateral 
institution. 

Now, I think if you could create a multilateral institution and 
guarantee that it had the full funds available that are necessary, 
maybe they would not much care, because wherever the funds come 
from, that suits them. 

But I think they are all fearful that that will not be the case. 

Senator Monronry. But you would say that it is only in the 
Middle East that unilateral loans are bad? That everywhere else 
in the world unilateral loans are to be preferred to multilateral 

Mr. Du.ton. I would not say that unilateral loans are bad even in 
the Middle East. 

Senator Monronry. Not preferred, let’s say. 

Mr. Dron. I would say there are places where multilateral loans 
might be better received. And I would say in the rest of the world 
there is certainly no distinction, there is no feeling that there is any- 
thing wrong, no feeling of loss of sovereignty or anything of that 
nature from our experience to date with our rather extensive opera- 
tions in the rest of the world. 

Senator Monroney. You would say then that unilateral lending is 
preferable to the nations of Asia, to the nations of Africa, and to the 
nations of Latin America? I am sure it makes no difference to the 
nations of Western Europe. 

Mr. Ditton. I think their reason for that is not a basic reason, but 
I think they feel that there is a much greater possibility or chance 
of the funds being available which they require and that they will 
have a greater access to them and have them quicker through a uni- 
lateral arrangement. 

Senator Monronry. That is not the question I asked you. My 
question was: Do they prefer unilateral or multilateral lending, as- 
suming adequate capital in a multilateral or a unilateral fund? 

Mr. Dion. I said if there was unlimited capital available to 
a multilateral institution I do not think they would care whether 
the funds came bilaterally or multilaterally. 1 do not think it would 
make any difference. I do not think there is any preference. 

Senator Monroney. You mean it is 50-50? 

Mr. Ditton. They do not care. All they want is the funds. 

Senator Monronery. You see no preference in Asia at all for multi- 
lateral lending ? 

Mr. Ditton. No. We have seen none so far. In fact, we have 
tried to encourage certain regional projects in Asia and have found 
considerable local resistance to them out there. 

Senator Capenart. Mr. Chairman, I want to get back to this 70- 
30 percent you were discussing a moment ago. The weakness of your 
argument is that the 30 percent has to be originally in a hard cur- 
rency. It is not a soft currency that is involved. The thing that 
makes it soft in this respect, than will help the World Bank, is the 
terms. But it has to still be in dollars or hard currency—the 30 percent. 

Senator Monroney. That is a point of difference which Mr. Dillon 
and I have discussed at considerable length. 

Senator Beall, we welcome you to the committee and—— 

Senator Caremarr. Wait a minute. 
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Senator Monroney. Sorry. I was trying to accommodate all the 
Republicans. 
enator CareHart. I appreciate that, but I want to get back to this 
again because it is a hundred percent factual statement that the 30 
reent has to be in hard currency on the original loan the same as the 
0 percent. The 30 percent that you are talking about as helping the 
World Bank becomes helpful only because it is a guaranty and only 
because of its long terms and low-interest rate. It takes the dollars 
or it takes the hard currency 

Senator Monronry. Could I make just one statement to clarify 
that? 

Senator Carenart. Yes. 

Senator Monroney. If it was contemplated that IDA would make 
all of its loans in hard currencies, I would be against the IDA. I think 
an essential of this thing is to put these currencies to some use and to 
find ways of intermixing a larger proportion of local currencies with 
the hard dollars. If it requires all dollars, then I am against the 
principle of the IDA. 

Senator Carenart. The trouble is that it takes the dollars to first 
get the soft currency. 

Senator Monroney. Well, we have $2.1 billion now. 

Senator Carenartr. We have that; yes. We have $2 billion at the 
moment. But those are limited to certain specific purposes and are 
limited to be loaned within the countries in which they originate. 
But it takes the dollar or the hard currency to originate the soft 
currency, and therefore, under the system that you are talking about, 
that we are talking about, I get back again to the fact that each country 
that participates with hard currency or becomes a member of this 
would have to contribute each year X amount of money. 

If we can get them to do that—for example, if we would agree for the 
next 10 years to put up $300 million, if Germany would agree to put 
up $100 million, if England would agree to put up $100 million, if 
France would agree to put up $100 million—I would say that this 
idea would be all right. Therein lies the problem. 

As it is worked out, as I see it, it is only a one-shot proposition. You 
loan the hard currency and you get in return soft currencies, and the 
soft currencies have no value other than to be spent in those respective 
countries. 

Maybe we can get these other countries to put up money on a con- 
tinuous basis over a period of years. I do not know. I would think 
Mr. Black, President of the World Bank, might tell us that if he 
would care to appear before the committee. At least we might ask 
him to ascertain whether they would or not. 

Senator Monroney. Well, if silence would not be considered an 
assent to the statement of my distinguished colleague, I think we 
should go on with the questioning by the very able and distinguished 
junior Senator from New Jersey who has always been so interested 
in foreign matters and economic aid. 

Senator Carenart. The able Senator is a typical chairman of the 
Democratic Party. When you disagree with him or start using a little 
logic or common horsesense he immediately becomes sarcastic, imme- 
diately wants to penalize you. 

He immediately wants to run away from the facts and become 
funny and sarcastic when he no longer has logic on his side. 
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I thought you said a moment ago that you wanted to have hearings 
on this and bring out all of the conceivable facts, all the things 
against it and all the things for it. I have been bringing out the things 
that I see are against it. The only thing I have heard about so far 
far from you, Mr. Chairman, in favor of it is that people would like 
us: better if we loaned our money in conjunction‘ with some other coun- 
rather than loaning it to them directly, which to me is a sill 
argument. I do not think there is any truth to that statement at all. 
think if it is true, we had better get out of all this worldwide 
loaning. If a country is going to like us better because we put a 
billion dollars in and England puts a little in, and somebody else, but if 
we loan them a billion directly they are not going to like us, then I 
for one am in favor of getting out of the whole business. 

Senator Monroney. I will say to the distinguished ranking minority 
member that I was criticized yesterday for belaboring the point of 
the use of local currencies until I became darned boring to every- 
body .in the committee room, and for that reason I do not w ish to « again 
generate the same degree of boredom on the same subject. 

Senator CapEHart. ‘You were going completely out of your way this 
morning talking about the “ able ; minority ranking member,” and you 
were not fooling anybody. 

Senator Monroney. It is the senior Senator from Oklahoma you 
have your trouble with. 

Senator Carenart. You were sticking the knife in and you wanted 
to turn it around a little bit. You were not fooling me. We might 
just as well understand each other that you are not fooling me. You 
may be fooling somebody. I think you are fooling yourself is all. You 
are not fooling other people. We ought to be kind and generous to 
each other in these committee meetings and not be sarcastic. 

Mr. Ditton. Could I make one statement—or two statements? I 
think that the statement of the chairman very clearly clarified the 
situation here as far as the difference is concerned—that we feel that 
to bring in the capital resources that are necessary to a country we 
have to use either dollars or other hard currencies such as the Euro- 
pean countries’ currencies, currencies from countries that produce 
capital goods. And the chairman feels that at least a substantial por- 
tion of such capital goods could be brought in by the use of local cur- 
rencies of the other underdeveloped countries. 

But the chairman of the full committee, the Senator from Arkansas, 
asked us to prepare a memorandum on this subject, and we will do our 
best to prepare one which we hope will explain the situation in full 
as we see it. 

I think that seems to be the basic difference. 

Now, the second thing I would like to say is that I was glad that 
the chairman mentioned the statement by Mr. Paul Hoffman regard- 
ing the fact that by putting up $300 million we made local currencies 
of Europe in the Marshall plan much more useful and saved ourselves 
some $2 billion by increasing trade there. That undoubtedly is a 
correct statement, because Mr. Hoffman was running that operation 
and must know. However, we do not feel there is any connection 
whatsoever between that operation and what we are now talking about 
today. 

The countries in Europe were developed countries. They were 
industrialized countries who were in a bad way because of wartime 





174 INTERNATIONAL DEVELOPMENT ASSOCIATION 


destruction. By putting them on their feet with Marshall plan funds 
they very rapidly became able, by rehabilitating their factories, to 
produce and export capital goods. 

So the currencies of all those countries we would consider for the 
purpose of this discussion as hard currencies. I do not think the same 
thing could apply at all to the currencies of the countries of Asia who 
do not have the factories or the facilities to manufacture hard goods 


which they could export. So I think there is a real difference between 
what Mr. Hoffman was talking about and what we are talking about, 

Senator Monroney. Could I refer you, Mr. Secretary, to the hear- 
ings before the Senate Committee on Appropriations in the 85th Con- 
gress, on H. R. 9302, at page 167. You were testifying on the use to 
which local currencies might be put, and your testimony was in part; 


I believe that the Fund’s repayments will be useful to the United States. Some 
repayments will be made in dollars, which will be freely usable by the United 
States. Other loans will be repaid in local currencies which can be used in 
three ways. 

First, to finance local United States operations in the country concerned. This 
will save dollars which the United States would otherwise have to spend to 
finance these uses. 

Two, for relending to the borrowing country. This will sometimes help to meet 
serious local fiscal problems althvugh it will not, of course, meet the borrowing 
country’s need for foreign exchange. 

Three, to remove from the borrowing country resources that are of value to the 
United States or to other less developed countries. This could only be done in 
cases where it would not injure the borrowing country. But we would expect 
such cases to multiply over time, for the Fund’s operation would result in more 
rapid development of the borrowing countries and in the long run this develop- 
ment should permit the United States to use their local currencies to buy their 
goods for export. 

Now, it seems to me that on the third point you were far more opti- 
mistic in this testimony on the Development Loan Fund than you have 
been in your testimony on the use of local currencies for IDA. 

Many countries have products wanted in the rest of the world but, 
for want of a medium of exchange, they have a surplus which they 
cannot move. I think the intermixture of local currencies through 
an intelligent banking operation offers almost as great a medium for 
encouraging multilateral foreign trade as would the passage of the 
Reciprocal Trade Act. 

Now, don’t you think it is possible that somewhere, somehow these 
local currencies might still have value in other countries as it did 
last year, and that the use of local currencies might not be limited 
to a country getting back its own ¢ 

Mr. Dition. I would be delighted to answer that, Mr. Chairman. 
I think what I was attempting to say this morning is absolutely a 
hundred percent in line with that third point in my testimony last 
year when I stated this morning a little earlier, taking India as an 
example, that as countries develop further and reach the further 
stage of their development where they could begin to take care of 
themselves, at that point we could take resources out of those coun- 
tries which could help to repay us for our dollars. 

I think there is a question of timing. Maybe there was some mis- 
understanding of the time period I had in mind. It is not a short 
period. In the case of India it might be 15 years or so. 

Now, as to your second question, I have never felt and I do not 


think we feel that all the materials which these underdeveloped 
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countries produce and which could be bought—that their local cur- 
rencies are useless to other countries. Of course, they are useful to 
them. 

But the point is this: If those raw materials are sold for the cur- 
rency of the country which produces them, that country will not be 
able to use that currency to import the capital goods which it requires. 
Brazil, for instance. If they sell coffee for cruzeiros instead of a 
hard currency which they could buy capital goods with, the sale of 
coffee will have no effect or very little effect in promoting their 
development program. It may well be prefer able for them to sell 
their coffee for cruzeiros rather than burn it, but a comparison there 
would be without precedent—— 

Senator Monronry. If it is good for us and good for the world, 
why not let us get into it’ 

Mr. Ditton. Public Law 480 for coffee by Brazil may be useful. 

Senator Monronry. No; I am talking about a worldwide opera- 
tion where there are many kinds of surpluses that go unused, that 
rot on the ground because the neighboring country does not have the 
foreign exch: ange to buy the rotting crop except as it converts its local 
currencies to hard dollars. 

Now, we are talking about an idea of making multilateral use of 
currencies. It would seem to me that it would be wisely administered 
under the direction of such great financial minds as we have on the 
World Bank. I say that quite sincerely. I had misgivings about 
the bank when we authorized it when I was a member of the Banking 
and Currency Committee of the House, but under their leadership 
it has done wonders. And I think there is more that can be done. 

ICA today is doing it in many places. If it is possible under ICA 
as a local operation, ‘would you not say that it offers greater potenti- 
alities on a worldwide basis? 

Mr. Ditton. Well, I think the witness for ICA can speak for him- 
self, but T doubt if the [CA is having much suceess in using local cur- 
rencies to import capital goods for the development of the under- 
developed countries. 

As I said earlier, I think that is probably the basic thing on which 
there is a difference e of opinion, and we are going to try to set down 
our views in very simple language, in response to the request of the 
Senator from Arkansas, in the form of a memorandum for your 
committee. 

Senator Monroney. On page 11 of the President’s report under 
date of February 4, 1958, you will see this comment on the ICA 
operation : 

Purchases of goods for other friendly countries. Section 104 (d): Several 
sales agreements provide that a portion of local currency sales proceeds may be 
used for purchases of goods or services for other friendly countries. In total, 
$42.8 million equivalent of these funds (at deposit rates) has either been 
specifically earmarked or allocated for this purpose. Amounts to be used for 
these purchases may be specifically agreed upon at the time the sales agree- 
ment is negotiated, as in the case of Austria, France, Italy, and Japan, or 
agreements may provide that unspecified amounts of local currencies reserved 
for United States purposes may be used to buy goods for other countries. For 
example, sales agreements with Finland and India provide for such use and 
tentative programs which may utilize up to $18 million of these currencies 
have been developed. It is anticipated that additional amounts may be avail- 


able from India and some other countries for use under this section. These 
possibilities are under discussion. 
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You cannot have it both ways—first, that it is impossible; and, see- 
ond, that we are already doing it. 

Mr. Ditton. If the Senator will allow me, I think there is no con- 
tradiction whatsoever between this program that he has just read and 
what I have been stating. 

Senator Monroney. Only as to the matter of timetable, may | 
say. 

Mr. Ditton. No, sir, not even timetable. As a matter of interest, 
in the first place, it is only $42 million out of some $2 billion that we 
have been able to do this with. Secondly, if you will turn the page 
to table VII (see p. 224), you will see the list of the countries in which 
we have been able to do this. 

That list includes Austria, $3 million; France, $800,000; Finland, 
$13 million; India, $5 million; Italy, $10 million; Japan, $10.9 mil- 
lion; for a total of $42.8 million. 

All of those countries with the exception of India, the $5 million, 
are countries which in my earlier testimony I pointed out would be 
considered to be hard currency countries, not soft currency countries, 
because they are producers of capital goods. 

So it can be done in those countries, but it cannot well be done in 
soft currency ones. 

Now, in India, the Indians were willing to sacrifice their own de- 
velopment program to the extent of $5 million because of humani- 
tarian interest in helping their neighbors in Burma and Ceylon, but 
that is $5 million out of the hundreds of millions of dollars they have 
been given. It is nota very significant amount. 

Senator Monroney. I remember that old adage that mighty oaks 
from little acorns grow. If it has worked in six countries you have 
the seed of wider multilateral use. 

In talking informally with representatives of foreign governments 
they have indicated to me that at various times they have expressed 
to the State Department a willingness to do more than we are now 
asking or permitting them to do. 

I am afraid that we are following a policy where we want to go it 
alone too much and not encouraging others to make a contribution to 
developing underdeveloped countries, which they feel in their hearts 
they should do. 

We may find that those who have been helped will in turn help 
others. 

Mr. Diuton. I would say that is perfectly correct to the extent 
that our Public Law 480 programs are directed to the developed 
countries of Europe which have capital goods for export or to Japan. 
Those funds could be available for such a purpose. 

Senator Monroney. In limited degree, let us say. 

Mr. Ditton. Well, in fairly large degree. Those are the countries 
also in which we have generally in the past required that the funds be 
made available for United States usage rather than relending them 
to the country concerned because we thought 

Senator Monronry. United States usage in the military program 
and diplomatic 

Mr. Ditton. Not only military but paying Embassy expenses. 

Senator Monronry. But not to replace a dollar market in exports 
to this country ¢ 

Mr. Drrx0on. No, not to replace a dollar market. 
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For the other less developed countries, then, though they may have 
the best humanitarian desire to help, the difficulty lies in the fact that 
they, as we see it, simply do not produce the steel and the capital 

s which are needed for development. And therefore, even though 
they would like to make their currencies available for that and make 
them useful for that, we do not see they can be constructively used. 

Senator Monroney. Thank you very much. 

Senator Case ? 

Senator Case. Thank you, Mr. Chairman. 

As the hearings went on, I wrote down many questions, and I think 
almost all of them have been answered and answered extremely well. 
I would just like if I could to make a kind of very brief 2- or 3- 
sentence summary of the situation as I understand it appears to your 
department : 

hat this is a good idea; that to the extent that it is possible we 
are already using it; that it is not new; that, however, the possibility 
of this proposed Association producing a continuous flow of capital 
goods to the countries who need it, who are not able to pay for it at 
least for a very long time—that this need cannot be met by any other 
mechanism than an indefinite continuation of United States provi- 
sion, whether by grants or loans, of substantial amounts somewhere 
between $750 million and $1 billion a year for an indefinite period; 
that to expect any substantial part of that to be taken by the pro- 
Association to which we would contribute only a third or less 
is not a real possibility and I gather, though this was not said ex- 
plicitly, might not be very advantageous to us and to the free world 
to attempt to force these other countries to make contributions of 
that size over a very long period. 

My whole point being that while this is a good idea it is largely 
being employed now, to the extent that it has value, and that it cannot 
and must not be allowed to appear in the mind of the American pub- 
lie particularly as any real way by which we can substantially cut 
down our own effort in the field of mutual aid and of foreign 
assistance. 

That, Mr. Chairman, is about the way I feel that the hearings have 
placed this proposal, and it seems to me a most useful thing for the 
chairman of the subcommitte to propose it and to have these hearings, 
and it may very well be that with some modification a resolution of 
this sort may appear to the committee and to me to be a desirable 
expression of the sense of the Senate. But it should not appear to 
the public in this country and we should not regard it as any very 
large possibility, as far as affecting what we, the American people, 
are going to have to do over the indefinite future. 

Senator Monroney. Thank you very much, Senator Case. 

You have no further questions ? 

Senator Carpenarr. No. 

Senator Monroney. I think the distinguished Under Secretary has 
been very generous with his time and very helpful with his comments. 
We appreciate your appearance here and hope that the ideas that you 
have expressed may help us in dealing with a truly grave world 
problem. 

Thank you very much, and you may be excused. We may wish you 
tocome back after Easter for some further amplification. 
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Thank you. 

Mr. Ditton. Thank you, Mr. Chairman. 

Senator Monroney. For the benefit of the members of the press 
who have deadlines to meet, Mr. Henry Kearns, Assistant Secretary 
of Commerce, was to have presented his statement yesterday. He 
was not able to return this morning. We would like to introduce Mr, 
Kearns’ statement into the record of the committee hearings of this 
morning. 

(The prepared statement of Mr. Kearns follows :) 


STATEMENT OF HENRY KEARNS, ASSISTANT SECRETARY OF 
COMMERCE FOR INTERNATIONAL AFFAIRS 


Mr. Kearns. I appreciate this opportunity to appear before your 
subcommittee for the purpose of stating the preliminary views of the 
Department of Commerce concerning Senate Resolution 264, intro- 
duced by your distinguished chairman. 

This resolution proposes that consideration be given to the estab- 
lishment of an International Development Association in close associ- 
ation with the International Bank for Reconstruction and Develop- 
ment hereafter referred to as the World Bank. This association 
would have the purpose of achieving “greater international trade, 
development, and economic well-being.” It would make long-term 
low-interest-rate loans repayable in local currency and thus supple- 
ment World Bank loans. For this purpose, it would have available 
its proposed capital of $1 billion in hard currencies, $300 million of 
which it is suggested the United States should contribute. The major 
source of its financing would be, however, its ability to call on some 
portion of the foreign currencies available to the United States asa 
result of the sale of agricultural surpluses and other programs. 

The stated purpose of the resolution to achieve greater international 
trade, development, and economic well-being is in line with the post- 
war objectives of our Government in whose development the Depart- 
ment of Commerce has played an important role. Because we believe 
in these purposes, we think that your chairman has put before the 
Senate serious questions of importance to this country and to the rest 
of the free world which merit earnest consideration and conscientious 
study, 

Our interest in the economic development of other countries has been 
shown by the concrete actions which our Government has taken since 
the end of World I]. We have devoted substantial sums of money to 
this purpose. We have developed many bilateral and multilateral 
programs for the purpose of furnishing financial and technical assist- 
ance to less developed countries. We have created numerous organiza- 
tions both national and international whose principal purpose is to 
assist in raising the standard of living of the less industrialized parts 
of the free world. 

Currently we are financing substantia) United States Government 
programs which are dedicated largely to the achievement of the pur- 
poses of this resolution. I have in mind our technical assistance pro 
gram, our foreign aid program, and the newly established Development 
Loan Fund. In addition, a substantial part of the loans of the Export- 
Import Bank contribute to increasing the productive capacity of the 
underdeveloped world. It should also be borne in mind that under 
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our surplus agricultural disposal program a major part of the result- 
ing local currencies is made a vailable for loans for economic develop- 
ment. 

Furthermore, we have taken the leadership in the creation of inter- 
national institutions and programs having the same purpose in view. 
As your committee is aware, we are the largest single subscriber to the 
World Bank and, in addition a substantial amount of its resources are 
obtained through selling bonds in the United States security markets. 
Moreover, under our leadership the bank has established an affiliate 
known as the International Finance Corporation with the primary 
function of stimulating economic development through private re- 
sources. We contribute a substantial amount of the resources available 
to the United Nations expanded technical assistance program, which 
was established at United States suggestion. As recently as the last 
session of the United Nations General Assembly our Government pro- 
posed and the Assembly accepted an expansion of this technical assist- 
ance program by the creation of a new special fund which could under- 
take technical assistance projects of greater scope and depth. Our 
representatives are currently in New York working with other coun- 
tries on the details of this proposal. 

In emphasizing the programs and organizations which have been 
devised and in which we participate, I have no intention of over- 
emphasizing our contributions nor of minimizing the importance of 
the remaining problems of the economically less developed areas. 
Rather I want to underline the question of whether it is necessary to 
devise yet another program and create yet another international in- 
stitution for its administration. If it should prove necessary to sup- 
plement our efforts, can this not be better done through an existing 
program and an existing institution ? 

For a number of years our foreign aid legislation has carried the 
injunction of the Congress that it should be so administered as “to 
encourage the contribution of United States enterprise toward the 
economic strength of other free nations through private trade and 
investment abroad.” In authorizing the creation of the Development 
Loan Fund Jast year the Congress again stressed the importance it 
attaches to the encouragement of private trade and private investment. 

Even before these congressional actions the Department of Com- 
merce has been making all the effects which its resources permit to 

romote the private foreign trade and the investment of United 

tates privately held resources in productive enterprises located 
abroad. 

Our own experience convinces us that sound economic development 
should rest on the development of privately owned and managed enter- 
prises. We should be denying our whole history if we did not adminis- 
ter our loans and assistance so as to encourage the development abroad 
of the kind of business climate which we have at home. Moreover, in 
participating in international institutions our influence should be in 
the same general direction. 

Basically, we should move toward denying our support whether it 
be direct or through an international agency to the development of 
state dominated economies in the less developed countries. If, there- 
fore, we should agree to further forms of multilateral assistance, we 
should favor their use in such ways as to support the development of 


private enterprise in these countries, 





LSO INTERNATIONAL DEVELOPMENT ASSOCIATION 


In saying this I do not wish to deny that there are some basic facih. 
ties which ° we have found can best be developed through demoerati. 
cally controlled government institutions. Loans and ‘assistance for 
roads, ports and ‘harbors, irrigation, and the like, are appropriately 
made to governments and government agencies. At the other end of 
the scale we should rarely find it desirable to make an industrial loan 
to a government-controlled agency 

For a number of reasons, it is more difficult for American business. 
men to establish mutually profitable business relations—both in trade 
and investment—with most of the countries of Asia and Africa thay 
it is in the case of Canada, Europe, and Latin America. I shall not 
attempt a catalog of the hurdles which must be overcome in these 
regions if American business is to make a greater contribution to eco- 
nomic development there. Such a catalog has been supplied the Con- 
gress and the public many times. 

One factor diminishing the scope for profitable trade and invest. 
ment in the less-developed countries is germane to the consideration 
of this resolution, and I should like to emphasize it here. The low 
level of economic development and, consequently, of the standard of 
living of those areas is, in and of itself, a significant reason for the 
low levels of United States trade and investment with and in those 
areas, 

First, a word about the figures. Last year, the highest on record, 
our nonmilitary exports of. goods to other countries totaled some 
$19.5 billion. To Asia Minor we exported only $387.3 million, and 
to Africa $654.8 million, of which $278.5 million went to the Union 
of South Africa. Our exports to the teeming millions of southern, 
southeastern, and eastern Asia totaled $2.9 billion, of which over 
$1.2 billion went to Japan. Our exports, therefore, to the nonindus. 
trialized parts of Asia and Africa amounted to about $2.5 billion, 
somewhat less than half of the $5.3 billion which went to the OREC 
countries of Western Europe, and only about 60 percent of our exports 
to our neighbor, Canada. 

While the published private foreign investment figures are not 
susceptible of such detailed analysis, they tell an even more striking 
story. At the end of 1956 our direct private investments abroad 
totaled some $22.1 billion. Of this amount, less than $2.4 billion were 
located in the non-Western Hemisphere less-developed areas which 
we are diseussing this morning. Probably $2 billion of these invest- 
ments represent investments in petroleum and other extractive indus 
tries. It is fair to say, therefore, that our nonextractive invest- 
ments in the less-industrialized parts of Asia and Africa are almost 
negligible. 

It has been one of the purposes of our Government’s program of 
loans and aid to help establish the conditions for sound foreign private 
economic relations both in trade and investment. The loans of the 
Export-Import Bank and the World Bank, as well as the assistance 
provided by our foreign-aid programs, have not, by and large, been 
competitive with private endeavors—they have been the necessary pre 
condition for such private activity. It is most desirable, therefore, 
to continue our support for the World Bank, our loans through the 
Export-Import Bank, and our foreign-aid program. 
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The question of the extent to which our loans and aid should be 
channeled through multilateral institutions is a difficult and complex 
one on which I should not like to take a definitive position at this time. 
There are, however, some observations which I can appropriately make 
on this subject as a result of our observations. 

In the first place, it is clear that both the World Bank and the 
Export-Import Bank have a function to perform in contributing re- 
sources from abroad to the economic growth of the less developed 
parts of the world. In the field of bankable loans, a practical divi- 
sion of responsibility between our national institution—the Export- 
Import Bank—and the multilateral institution in which we partici- 
pate—the World Bank—has been worked out. By and large, this 
division of labor works well. 

It is also clear that bankable loans by themselves will not provide 
as much resources as the underdeveloped countries need if they are 
to increase their standard of living at a desirable pace. After full 
investigation of our national interest in the economic development 
of these countries, the President proposed and the Congress approved 
the creation of the Development Loan Fund. This Fund which is 
just beginning operations, has as its purpose the making of additional 
Sie, largely repayable in soft currency, to promote such economic 
development as it is desirable for the United States to finance in its 
national interest. 

Perhaps there would be some advantage if the Development Loan 
Fund should be supplemented by an internationally controlled and 
managed multilateral fund. One thing must be made clear, however. 
Such a multilateral fund should not be Cee to supplant or re- 
place our own efforts through the Development Loan Fund. 

We participate in multilateral organizations if they are moving 
towards the same general objectives as our own. We must never 
forget, however, that no matter how strong our voting power, and 
no matter how great our confidence in the management, an interna- 
tional institution cannot and should not be a direct instrument of 
United States foreign policy. We must maintain for our own oe 
poses our own national institutions for participating in the efforts 
of other countries to develop their economies. 

If examination should indicate that it is in our national interest 

to participate in a multilateral financial institution of the character 
suggested in the resolution, it should be consistent with the principles 
Ihave mentioned. We doubt the necessity for the creation of a new 
international institution. If expansion in this field is desirable I 
believe that any resulting program should be administered in close 
integration with the World Bank. If this is done, we can obtain 
all the advantages of utilizing the skill and experience which the 
staff and management of that bank have obtained during more than 
a decade of active financial participation in international economic 
development activities. This form of organization should ease the 
roblem of coordination and thus make it less likely that the soft 
oans of the proposed agency would be made in situations where coun- 
tries should undertake the type of obligation inherent in Export- 
Import Bank or World Bank loans. Moreover, administration by 
the bank would insure that the program would encourage private 
enterprise and not compete with it. 
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The International Development Association would, under the pro- 
posal before your subcommittee, be distinguished from other inter. 
national financial activities in that it would be financed in large. part 
out of local currencies owned by the United States. As Secreta 
Anderson and Mr. Dillon have already indicated, this phase of the 
proposal creates difficult problems requiring thorough examination, 
I should not like to repeat what they have said. Rather, let me go 
on record as approving in general the thoughtful analysis of this 
problem which they have presented to the committee. 

At this point, I should like, however, strongly to underline their 
view that turning these currencies over to an international organiza. 
tion for administration in no way increases their economic usefulnegs, 
The international agency would be in no better position to use these 
currencies to supplement the resources of developing countries than 
would our own es 

Permit me, now, to refer to certain other problems which may be 
presented by this phase of the proposal. 

As indicated by these other witnesses, one of the greatest difficulties 
in the use of the currency which we now hold or may hereafter obtain 
derives from the fact that it is in large measure local currency of the 
underdeveloped countries themselves. Since these countries pro- 
duce practically no producers’ goods for export, their currency is of 
limited usefulness for bringing into the underdeveloped countries the 
resources from the outside which they so badly need if their economic 
development is to proceed. 

The United States Government owns this kind of local currency 
as an inevitable result of the kind of programs which has generated 
it. We can sell large quantities of agricultural surplus commodities 
only in the underdeveloped countries. Otherwise we would compete 
with our own doflur sales of agricultural commodities and with the 
normal commercial transactions of other friendly countries. Any at- 
tempt to generate more local currencies which would be useful for 
the purposes of the resolution by changing the geographic direction 
of our surplus disposal program would be self-defeating It would 
cause the utmost difficulties to our own private commercial trade and 
would disturb our relationanipe with friendly exporting countries. 

As has been indicated to the committee, the currency composition 
of United States holdings of local currency is such as to afford very 
little opportunity for maneuver in their utilization outside the country 
in which they originate. Faced with this problem and under a man- 
date to foster international economic development, the management of 
the proposed Association might be tempted to arrange a number of 
bilateral or triangular transactions, the primary consideration of 
which would be to utilize the currency under its control. In effeet, 
the measure of a country’s success in obtaining access to the Associa- 
tion’s resources might become its ability to make use of the speeific 
currencies which the Association commands rather than the country’s 
needs for assistance. 

If this should happen the Association would be promoting the type 
of restrictive trade practices which United States commercial policy 
generally condemns. Price and quality considerations could go by 
the board. Patterns of trade could emerge which would be artificial, 
distorted, and uneconomic. 
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If this should occur it would, I believe, become very difficult to 
defend the undertaking to our business community. Our exporters 
can understand their losing sales where the exporters of other coun- 
tries can deliver a better pees or a more reasonably priced product, 
or can effect prompter delivery. They cannot mslorttend it when 
their government or an international institution financed with their 

vernment’s resources precludes them from bidding for a share of 
iP business resulting from the financing because of currency con- 
siderations. 

While, thus, we are committed to a continuing interest in the eco- 
nomic development of other countries the specific proposals in the 
resolution present difficult problems requiring our closest further 
study. The Department of Commerce intends to give them continu- 
ing examination in collaboration with the State and Treasury De- 
partments and other interested agencies. 

Senator Monroney. The following tables from Commerce Depart- 
ment publications, showing the United States export trade and United 
States investment abroad, will be inserted in the record at this point, 

(The tables referred to are as follows: ) 
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Senator Monroney. The next witness that we have is Assistant 
Secretary of Agriculture, Mr. Don Paarlberg. 

Mr. Paarlberg, we appreciate your staying over today. We had 
hoped to reach your testimony yesterday, but the Under Secretary of 
State’s statement was so interesting and stimulated so many questions 
that we felt it necessary to continue with him. 

We would be glad to hear from you at this time. 


STATEMENT OF DON PAARLBERG, ASSISTANT SECRETARY ; ACCOM. 
PANIED BY OSCAR ZAGLITS, FOREIGN AGRICULTURAL SERVICE, 
DEPARTMENT OF AGRICULTURE 


Mr. Paartperc. Thank you, Mr. Chairman. 

It has been helpful to me to hear Mr. Dillon’s testimony. 

I would like to introduce my associate, Dr. Oscar Zaglits, of the 
Foreign Agricultural Service, Department of Agriculture. 

I am glad to have the opportunity to testify before this subcom- 
mittee on Senate Resolution 264, which proposes consideration of the 
establishment of an International Development Association in coop- 
eration with the International Bank for Reconstruction and Develop- 
ment. ‘The purpose of this Association would be (1) to provide long. 
term low-interest loans repayable in local currencies; and (2) to use, 
among others, foreign currencies acquired under Public Law 480 in 
making such loans. We have studied the further elaboration of the 
proposal given by your chairman in introducing this resolution on 
the Senate floor. 

I would like to state that the Department of Agriculture is in full 
agreement with your distinguished chairman as regards three basic 
objectives toward which, as we understand it, this proposal is aimed, 
namely : 

(1) Accelerate economic development; 

(2) Greater participation in the financing of such development by 
other countries; 

(3) Utilization of the foreign currencies acquired by the United 
States under Public Law 480 for the promotion of economic 
development. 

There are a number of questions of international monetary and 
financial policy which are of primary concern to other departments. 
We do not want to comment on them at this time, but we are ready to 
participate in an interdepartmental study of these questions. 

I would like to say a few words about the acquisition and utilization 
of foreign currencies under Public Law 480. As this committee 
knows, title I of this law provides for the sale of agricultural surplus 
products for such currencies. These sales are made by private firms 
on the basis of sales agreements concluded between the Government 
of the United States and the government of the respective foreign 
err. The agreements provide that the payment in the local eur- 
rency for the products sold shall be made to an account of the United 
States Government with a bank in the respective country. The use of 
the credit balances thus accumulating is subject, on the one hand, to 
the specific provisions of section 104 of Public Law 480 and, on the 
other hand, to the exchange control regulations of the foreign country. 

Specific provisions ae the use of the local currency by 
major categories are included in all sales agreements. They are, there 
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fore, binding upon the United States Government. In the negotia- 
tions, the foreign governments have, as a rule, insisted that all or at 
least the bulk of the local currency funds be used within the country 
itself. In most cases this insistence has been related to the fact that 
the country is in balance-of-payments difficulties. This means that 
its import needs are in excess of its ability to pay with goods or 
services. 

If a country is in such a position, it has a vital interest, of course, 
to sell abroad as much as it can of its goods and services for dollars or 
for other relatively hard currencies. Consequently, it wants to hold 
down the portion of the local currencies acquired by the United States 
that may be used by the United States or a third country to buy some 
of their exportable products. 

On the basis of section 104 we have been able to accommodate for- 
eign countries in this respect. In most cases we did this by agreeing 
that the major part of the local currencies be used in the country o 
origin either for defense support or local-currency loans for economic 
development. 

As of February 28, 1958, the equivalent of $290 million, or 11 percent 
of the total export value of all title I sales made or programed, has 
been set aside for defense support under section 104 (c) and 53 percent 
for loans under section 104 (e) and (g). Some of these loans have 
been used to supplement dollar loans of the World Bank or the Export- 
Import Bank. A large part of the loan funds has not yet been dis- 
bursed, however, because of delays in negotiating the specific loan 
terms and in the development and execution of the projects to be 
financed by these loans. 

The handling of the Public Law 480 loan funds for economic de- 
velopment is the responsibility of the International Cooperation 
Administration, which is part of the Department of State, which will 
provide your committee with detailed information on this matter. 

A breakdown of the programed Public Law 480 currency uses is 

iven in the attached table, which I will refer to at the conclusion of 

is testimony. This table shows that most of the funds not reserved 
for loans or defense support have been programed for the payment 
of United States obligations under section 104 (f) or for expenses 
for United States market development programs under section 104 (a), 
or for United States expenses under educational or informational 
activities under section 104 (h), (i), and (j). 

About 1.8 percent of the Public Law 480 local currency receipts, as 
of February 28, 1958, has been programed under section 104 (a) for 
the purchase of goods and services for use in third countries, or, in 
other words, for multilateral uses in the sense of the proposed Senate 
resolution. In addition, multilateral use has been made of part of the 
local currencies reserved for United States market development pro- 
grams under section 104 (a). 

I would like to stress that the smallness of past multilateral uses is 
not due to any lack of legislative authority. Authority for the use 
of foreign currencies for multilateral loans or other multilateral pur- 
a" is contained in several subsections of section 104 of Public pa 


Section 104 (d) authorizes the financing with such currencies of the 
purchase of goods and services for other friendly countries. 
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Section 104 (a) permits the multilateral use of such currencies in 

agricultural market development projects. 

Section 104 (c) can be used to buy military equipment, et cetera, 
for the common defense in one country and use them in another 
count 

Sections 104 (e) and (g) provide for the use of these currencies in 
the financing of economic development and trade on a multilateral ag 
well as a bilateral basis. 

Thus, there is full legislative authority for wider use of Public Law 
480 foreign currencies for the financing of multilateral projects. 

In this connection, it is also important to note that the funds 
acquired under Public Law 480 consist mostly of soft currencies of 
underdeveloped countries. With greater emphasis on meeting the 
food and fiber needs of these countries, an even greater proportion of 
future accumulations will consist of such currencies. These cur 
rencies have purchasing power and important uses in these coun- 
tries, but they cannot, in general, be used in place of dollars or other 
hard currencies for the purchase of the capital goods that are needed 
in economic development and most of which are obtainable only in 
industrial countries. 

In general, it would appear that an international agency will not 
have more use of Public Law 480 currencies for multilateral purposes 
than the United States Government. In fact, even if the foreign 
currency loan funds were transferred to an international agency, this 
agency would not have more opportunities to use major portions of 
these currencies for purposes other than direct loans to the respective 
country. 

The countries buying our surpluses would, probably, be unwilling 
to agree to the transfer of our holdings of their local currencies to 
an international agency unless they were assured that the major part 
of these currencies were to be used for direct loans to them at terms 
not less favorable than those now offered under the United States 
foreign currency loan program. 

In conclusion, I would like to repeat that we will be glad to give 
further consideration to the proposals contained in the resolution of 
your distinguished chairman and in particular to explore further the 
possibilities for multilateral uses of the foreign currencies accruing 
to the United States through sales of agricultural surplus products 
under title I of Public Law 480. 

Mr. Chairman, as the last page of this prepared statement I have 
a table which indicates the planned uses of foreign currency under 
agreements signed from the beginning of the program through Feb- 
ruary 28, 1958, under title I, Public Law 480, 83d Congress. 

(The table referred to follows:) 
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Planned uses of foreign currency under agreements signed from the beginning of 
the program through February 28, 1958, under title I, Public Law 480, 83d 
Congress 
















——— 


















| 
| Million Percent 
dollar of total 
| equivalent =| 
Agricultural market development (sec. 104 (a)) - - ona | 46. 5 | 1.7 
Purchases of strategic material (sec. 104 (D))ne--ne0-- 3 it co ahd bo kanes 2.0 | ok 
Common defense (sec. 104 (c¢)) - 4 Eales nbd aceite sds 290. 5 11.0 
Purchase of goods for other countries (see. 104 (d))- 46.6 1.8 
Grants for balanced economic de NoPE and trade ‘among nations (see. | 
104 (e)). Lotsce 61.5 2.3 
Loans to priv ate enter prise (sec. 104 (e))_- eee buiknibastieaews dated 52.7 2.0 
Payment of United States obligations (sec. 104 () : 749.8 28.4 
Loans for multilateral trade and economic dev elopment (sec. 104 (g))-- Bbcueet 1, 349.1 51.0 
International educational exchange (sec. 104 (h))-. | 24.0 -9 
Translation, publications, and distribution of books and pe riodicals (sec. 
DS GGhir eGR Ss. 36 hho des ahead ease bnatiiee | 4.4 +2 
Assistance to American-sponsored schools, libraries, and community cen- 
NS MOO WYN, 5 oh ks a sn As sl SL 16.6 6 i 
SEs RG AB ER ORP REA: OTT BRE ee beak 2, 643.7 100.0 
















Mr. Paarveerc. As can be seen from this table, the major use of 
these currencies, amounting to some 51 percent of the total, has been 
for loans for multilateral trade and economic development under 
section 104 (g). 

The next largest use is for payment of United States obligations, 
section 104 (f). These are expenditures for our Military Establish- 

ment, expenses of the embassies, and like expenses. They make up 
about 28 percent of the total. 

Another fairly large item is section 104 (c), common defense, chiefly 
defense grants to third countries. These total about 11 percent of all 
uses. 

The others are distributed among market development, interna- 
tional educational exchange, loans to. private enterprise, the purchase 
of foods in other countries, and similar uses of a velativakh minor size. 

I will be happy to respond to your questions and comments. 

Senator Monroney. Would it be possible, Mr. Secretary, for you 
to be back at 2 o’clock so that we could question you on your state- 
ment? Then we will have two other witnesses to hear this afternoon. 

You have been very generous with your time, and I appreciate it. 
We do not wish to impose a hardship on you, but it would be helpful 
to the committee. I would like to have a few more members of the 
committee here if possible to participate in the discussion of this very 
vital program under Public Law 480. 

Mr. Paarveera. I will be happy to return at 2 o’clock. 

Senator Monroney. We will resume hearings then at 2 o’clock in 
this committee chamber. 

Thank you very much. 

The committee is recessed until 2 o’clock this afternoon. 

(Whereupon, at 12:34 p. m., the committee was recessed to be re- 
convened at 2 p. m., this date.) 


































AFTERNOON SESSION 





Senator Monroney. The Subcommittee on International Finance 
of the Banking and Currency Committee will resume its hearings on 
Senate Resolution 264. At the conclusion of our morning session, 
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Mr. Paarlberg, the Assistant Secretary of Agriculture, had completed 
his prepared statement. He is appearing this afternoon to answer 
questions on it. 

Mr. Paarlberg, as I recall, you have had considerable experience ag 
an economist as well as an agricultural expert. 

Mr. Paartpera. I was on the staff of Purdue University as an 
economist prior to coming to Washington. 

Senator Monroney. I thought I recalled that. I gather from read- 
ing your statement that you are thoroughly in accord with the policy 
of trying to remove agricultural venplaaes that accumulate in one 
part of the world while want, need, and possible starvation occur in 
another. 

Mr. Paartperc. I am thoroughly in agreement with that purpose, 

Senator Monroney. In the furtherance of this purpose you haye 
been successful in working out agreements with many countries to 
sell United States agricultural surpluses to these areas of greater need, 

Mr. Paartzerc. This is true. We feel gratified with the degree of 
success we have had in administering Public Law 480. 

Senator Monroney. Now, am I correct in the feeling that when we 
provide $10 million worth of our agricultural surpluses to some other 
country of the world—assuming that all the $10 million were left in 
that country, whether it was left in the form of a loan or merely as & 
deposit in their banks against which no expenditures would be made— 
that we would have enriched that country to the same extent as if we 
had added $10 million in gold to the economy ? 

Mr. Paaruperc. If no expenditure is made of the currencies that 
have been generated, then they are richer by the amount of the com- 
modities that we have provided. 

Senator Monroney. We have used about 50 percent of the funds re- 
ceived from sales for loans. We enrich the country by whatever 
amounts of these local currencies are loaned back to them or left on 
deposit without withdrawals therefrom. 

Mr. Paartperc. Well, I would say that we enrich the country by the 
commodities that we provide; and then to the extent that the cur- 
rencies we generate are used for economic development there is this 
additional advantage to them. 

Senator Monroney. That is the same as if they received that much 
gold or any other items of value. 

Mr. Paariperc. Well, the situation is a little different from what it 
would be if they were to have an equivalent amount of gold, gold of 
course being useful in international exchange, and their local cur- 
rencies being useful primarily in the recipient country. 

Seantor Monroney. Asa practical matter the local currency that we 
re-lend them is good only in the country of origin to which it is being 
loaned back. 

Mr. Paartperc. That istrue. Let mesay this. Most of our Public 
Law 480 shipments go to the nations that receive aid in one form or an- 
other from the United States Government, dollar aid of one sort of 
another. As a consequence, they have both the currencies generated 
by Public Law 480 for internal use and dollars that they can use for 
capital acquisitions to raise their level of economic productivity. 

x scaler Aion, For outside purchases. 

Mr. Paarueerc. That is right. 


—— ie eS | 


a a ee ae ee 





INTERNATIONAL DEVELOPMENT ASSOCIATION 197 


Senator Monroney. But as I say, if we were loaning back to them, 
the 50 percent of their nomen for farm surpluses, lent in the form of 
gold rather than their local currency they would have the freedom of 
choice of markets, and could go shopping with a negotiable currency 
wherever they could do the best. 

Mr. Paarueerc. This I think would be true if we were to operate 
jn that manner. 

Senator Monroney. If we were able to offer them not only a loan in 
their own local currency but the choice of dozens of local currencies 
with which they could shop around the world for markets that could 
supply some of their needs, then to the degree that these local currencies 
could be used in multilateral trade, we would be giving them the 
equivalent of gold, would we not? 

Mr. Paarzperc. I would think that of that various package they 
would esteem most highly, of course, the gold that they have. 

Senator Monroney. That is convertible anywhere? 

Mr. Paarteerc. That is convertible anywhere. 

Senator Monroney. Local currencies of undeveloped areas are not 
convertible today, but if you have available for lending 30 or 40 local 
currencies issued by countries of varying degrees of economic develop- 
ment to the degree that one of those currencies is usable would we 
not be in effect giving them the equivalent of gold, except for the less 
limited circulation that these could have ? 

Mr. Paartperc. Yes. I should think they would esteem their gold 
or dollars most highly, and then perhaps their deutschemarks or 
Swiss marks that have international exchange value and would com- 
mand capital goods, and then the various soft currencies. Certainly 
there are some currencies which would be below the scale of their own 
currency in preference. I think, for example, a country like India 
would probably prefer its own currencies to some of the other cur- 
rencies that we acquire under Public Law 480. So I would think 
there would be a varying preference if the event occurred that you 
described. 

Senator Monronry. But it is conceivable, is it not, that if Burma 
had more rice than could be sold for dollars she would be very 
happy if some of this surplus could be sold for Japanese yen as well 
as m dollars? 

Mr. Paarueerc. I think they would prefer the dollars. I think 
they would prefer the yen to some other currencies, for example, the 
Indonesian currency. I think that there would develop a scale of 
preference based on the things that could be purchased with the re- 
spective currencies and the degree of their convertibility in interna- 
tional trade. 

Senator Monroney. But if Burmese currency was made available 
peer could find some use for it obtaining additional supplies of rice? 

r. Paartperc. In certain circumstances perhaps they could. I 
would like to ask Dr. Zaglits to elaborate on that point. 

Mr. Zacuits. I think Japan could use Burmese currency. Burma, 
however, would prefer to sell what they can sell for yen that Japan 
pays rather than to receive its own currency. 

enator Monroney. If they were available from an international 
development association the yen would be more useful to Burma than 
their own currency. 
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Mr. Zacurrs. Of course, these yen can be supplied by the bank di. 
rectly, and Japan might prefer to pay with their own yen than to 
borrow yen to pay Burma. 

Senator Monroney. But if in future dealings a part of the 
money from our Public Law 480 sales was available to Burma in yen, 
and available to Japan in Burmese currency, then the surplus rice 
that Burma had could be acquired by Japan without destroying any 
of their previous market. ; 

Mr. Paartpere. It is possible a country like Burma may look with 
some misgivings on having its currency in the hands of a number of 
different countries, with the potential of entering the market in the 
form of a command over her goods and perhaps in a manner that 
she does not picture as being in her own interest. She might prefer 
to have the use for these currencies agreed upon beforehand in ac- 
cordance with certain categories of use on which she could count in 
developing her own monetary, financial, and economic policies. 

Senator Monroney. Is that not exactly what we do under the 
International Bank? Are we not the only member of the bank that 
leaves our currency unrestricted for spending in any area and for 
— purpose ? : 

fr. Paar.perc. Well, this is what we do in our Public Law 480 
agreements. The bank, of course, is the responsibility of other agen- 
cies, and I am not fully informed as to how they operate. Our agree- 
ments under Public inte 480 are worked out in advance with the 
country which receives our product, and they have an arrangement 
on which they can count that provides for the uses that will be made 
of their currencies. 

Senator Monroney. And by agreement you have been able to make 
use of these local currencies for the intercountry, multilateral trade. 

Mr. Paarupera. It is not a very large use that we have made. 

Senator Monroney. But it is a very good idea and very good ob- 
jective, is it not? 

Mr. Paartperc. We use it; yes. We use it in the triangular agree- 
ments, for example. 

Senator Monroney. You think that is good? You think the more 
of it we could do the better off the world and ourselves would be? 

Mr. Paartperc. We think that there are circumstances when it is 
helpful, and we have tried to use this principle when those helpful 
conditions can be realized. 

Senator Monronry. And under proper safeguards. 

Mr. Paariperc. That is true. 

Senator Monronry. So as to not create inflation or destroy a hard 
currency market that may exist for the products of the country? 

Mr. Paartperc. That is true. 

Senator Monroney. Would you not believe that in future Public 
Law 480 negotiations, with some restrictions by the country of origin, 
we could obtain agreement that these funds were to be available for 
lending by the International Bank? Would it be any more difficult 
to gree on similar restrictions in an‘international banking operation} 

r. Paarieerc. Well, I am not sure. We do not have, of course, 


responsibility for the various international banks that have concern 
with these matters. We have responsibility in Public Law 480, and 
we have authority to work out triangular agreements. When we 
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think they could be helpful, we have done so. They have been some- 
what limited in their magnitude and scope. 

Senator Monroney. But, as an economist, would you say that your 
opportunity to negotiate triangular uses is more limited today than 
it would be in an international banking authority ? 

Mr. Paarvperc. As I have heard it described, I would think that 
the answer to that question would be “Yes.” 

Senator Monroney. One of the things we are striving for in pro- 
posing this resolution is to create greater multilateral uses of curren- 
cies Which today have little value in world trade, similar to the effect 
of the European Payments Union which the distinguished Paul 
Hoffman described. 

Mr. Paarperc. I understand this would be the purpose. 

Senator Monroney. And to the degree that we encourage the use 
of local currencies in world trade, we do help to put a firmer base 
under the currencies of the world and to lessen the reliance on the 
dollar or gold or the other hard currencies as the sole mediums of 
exchange in export and import operations. 

Mr. Paarieerc. Of course, as was pointed out today and yesterday, 
the dollar is preeminent as a medium of international exchange by 
virtue of the command that it possesses over capital goods that these 
countries can use for economic development. 

Senator Monroney. Is it only that, Mr. Paarlberg? Is it not a 
fact that the dollar not only represents the industrial capacity to pro- 
duce goods but has also become the most worthy and durable medium of 
exchange ? 

Mr. Paar.pere. It is. 

Senator Monroney. The world is not on a gold standard but on a 
dollar standard. 

Mr. Paarvperc. That iscorrect. I agree with this. 

Senator Monronry. Therefore, to the degree that we can use other 
currencies we lessen the requirement for dollars as a medium of ex- 
change, rather than to purchase goods in America. 

Mr. Paar.perc. If some other currency or some other currencies, 
or some other commodities, for that matter, would have the degree of 
exchangeability and acceptability that the dollar has, it could then 
serve that function. It is doubtful whether the currencies of these 
underdeveloped countries can fulfill that purpose. 

Senator Monroney. But, to whatever degree they do move in multi- 
lateral trade, they lessen the requirements for dollars in the purely 
clearinghouse operation in the exchange of goods. Is that correct! 

Mr. Paarveerc. I think to the degree that could be accomplished, 
this is true. I am not sure that it can be accomplished to a very sage 
degree, and I think that the primary purpose served by dollars is the 
fact that these dollars provide a command over goods. From a prac- 
tical standpoint, I am doubtful whether these soft currencies can 
replace the dollar to any substantial degree in international trade 
and in facilitating international trade. 

Senator Monroney. We are getting into a rather deep economic 
field, but, as an economist, do you not believe that it is our production 
facilities behind the dollar that establish its value in world trade? 

Mr. Paartperc. I agree with this. 


Senator Monronry. It is always cashable for something the world 
wants, the same as if it were gold. 
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Mr. Paartpera. I agree. 

Senator Monroney. But because it is cashable it moves as a world 
currency today and does not necessarily come back to us in the demand 
for production. In other words, we do not draw on the production 
facility, but it is always available to be cashed in this production 
facility, just as gold was when we were on the gold standard. There- 
fore, currency based on gold had an international circulation. 

Mr. Paarupera. Yes. 

Senator Monroney. I believe that there are probably billions of 
dollars required to finance world trade because there is no other cur- 
rency as freely convertible as the dollar. 

Mr. Paartperc. There are substantial dollar balances in other 
countries that facilitate trade, and they increase and decrease, as you 
know, with the balance of our trade. I am not sure what the total 
sum of those dollars is, but it is a substantial sum. We are happy to 
see these balances abroad at a fairly high level because they facilitate 
—— from this country. 

enator Monroney. But they do not always come back in exports, 
The modern-day gold behind the currency is the American production 
facility, with an assortment of all the goods that the world might 
need. So it is the secure currency, and the dollar balances represent 
no more than gold balances would represent if gold were today avail- 
able for world trade. 

Mr. Paaruserc. Of course, this is true. We do not want all these 
dollar balances to come back to us, just like in a poker game you usu- 
ally do not want all the chips to get in the hands of one player, at 
least if you want the poker game to continue. 

Senator Monroney. I am glad you are a poker player, too. If 
world trade increases, it will take more international exchange to 
handle it. Therefore, more dollars will have to be made available 
to the world, not solely for export from the United States but merely 
to handle the balances that are going to be kept on deposit to these 
countries as reserves. 

Mr. Paariperc. Yes. We would like to see these dollar balances 
abroad at a substantial level. We would like to see them earn these 
dollars by trade rather than provide it by grant. 

Senator Monroney. Therefore, while they might not reach the 
same position as the dollar, if other currencies begin to be accepted, 
maybe not on first preference but on second or third preference, to that 
degree we are facilitating world trade in local currencies. 

Mr. Paartperc. You are making the argument for what one would 
call multiple convertibility. 

Senator Monroney. Indeed, and suggesting that the mechanism we 
are talking about—IDA—would be a step toward convertibility. 

Mr. Paarueerc. And this, of course, is an objective toward which 
we work. Now, there are various routes by which you can work 
toward this objective. One route, of course, is to try to build up the 
productive machinery in the various countries so that their curren- 
cies will be supported by a good productive plant and will gain pres- 
tige and esteem in other countries and, so, eventually achieve converti- 
bility. This, of course, is one of the things we are working toward in 
our various development programs. 

Senator Monroney. As I see it, there are two blockades. One 1s 
the lack of production and facilities; the other is the medium of ex 
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change. If the dollar is the sole medium of exchange, as it was before 
the European Payments Union, then your currencies are frozen and 
only the dollar will move goods back and forth between these coun- 
tries. Now, we are not going to change this by passing a law, but 
I think this proposed association will help. I have to go to rolicall. 
Iam terribly sorry, but you understand. 

Mr. Wallace, will you continue and develop any information that 
may be appropriate. 

Mr. Wauuace. You negotiate Public Law 480 sales and loans, do 
you not ? 

Mr. Paarvpera. Yes. 

Mr. Wauuace. You are familiar with what the resolution proposes ? 

Mr. Paarupera. Yes. 

Mr. Watiace. Suppose an IDA was in existence and you were ne- 
gotiating a sale of surplus commodities to Brazil. Suppose it is $20 
million worth of wheat. Now, then, you sell the wheat for $20 mil- 
lion and you loan back 50 percent, or $10 million, to Brazil. This 
leaves another 50 percent, or $10 million, controlled by the United 
States and you want to make some of this available to the IDA, 
but only with Brazil’s consent. So, you say to Brazil, “Can we make 
some of this available to IDA?” ‘They say “What for?” And you 
say, “Well, you make trucks. How about that?” 

o they say, “No. That would draw down on our international 
credit. We sell all our trucks. We could not let you do that.” So 
you will say, “What about lumber?” And they say, “We produce so 
many board-feet of lumber a year. We could put more manpower 
on that and perha s produce more, maybe $5 million worth. So you 
could make $5 million of our currency available to IDA but only for 
lumber. And it must be used in the Latin American area.” 

So then you take this 5 million in cruzeiros and make it available for 
Brazilian lumber in the Latin American area. Then instead of your 
tripartite agreement it now becomes multipartite. All the Latin 
American countries which are negotiating for loans from the World 
Bank and from IDA see that there is $5 million of Brazilian lumber 
available. Now, is this type of a negotiation possible? 

Mr. Paartperc. I would say it would be quite cumbersome to do 
that. Iam fearful that it would be. 

Mr. Wattace. But this is what you do now on your tripartite 
arrangements, is it not? How else would you do a three-country 
arrangement ¢ 

Mr. Paarueere. It amounts to this. 

Mr. Wattace. It isthe same thing, is it not ? 

Mr. Paartperc. These become very complex, and this is one reason 
we have done relatively few of them, as these statistics indicate. 

Mr. Wattace. But you can make $5 million worth of Brazilian 
lumber available to Argentina on a three-national arrangement ? 

Mr. Paarpere. Yes. 

Mr. Wattace. It would be possible to do it on a larger arrangement 
in, say, Latin America, but you say it would be cumbersome? 

r. Paartpera. I should think it would be cumbersome. It is pos- 
sible that the Brazilians might say, “We are not sure about our supply 
of lumber or about the price of lumber or about the demand for lumber. 
We don’t know whether we want to have cruzeiros in the hands of a 
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dozen different neighbors with the possibility that they might enter 
the market to make demands on our supply of lumber. ‘It might bea 
little difficult for us to run our lumber business if we have these unful- 
filled demands hanging over us to be used perhaps at times and in 
circumstances that might be awkward for us.’ 

It is possible that they might be more reluctant to enter into agree- 
ments with us in such a complex situation than they would in the type 
of agreement that we have customarily made. 

Mr. Zaglits can add a point on that. 

Mr. Zacuirs. I might add a point which is, I believe, significant and 
based on experience, “but I would not like to name countries. I might 
identify them as a country with an 80 percent hard currency and a 
country with a 30 percent hard currency. Now, we had numerous 
suggestions to use the 80 percent hard currency in triangular deals in 
which we would have ended up with the 30 percent h: ard currency. 
That means there was some loss to us, and these deals we have re- 
jected; that is, we could always make triangular deals by selling the 
products of the stronger country with the better currence y tothe c ountry 
with the weaker currency and then get a weaker currenc y into the 
United States Treasury instead of the stronger currency. This we 
have not done. We have confined our triangular deals largely to aid 

cases, where we ended up with dollars out of ‘aid funds that came back 
to the Department of Agriculture. 

Mr. Wautace. I think in one of your tables I saw “Loans for Multi- 
lateral Trade and Economic Development.” That means loans within 
the country for economic development and multilateral trade only 
insofar as it can be achieved. 

Mr. Zaeuits. This is the legal title. Practically, they have all been 
for economic development in the country. In general, the country 
has preferred that. 

Mr. PaartserG. There is the authority in the law. 

Mr. Watuace. It is not a question of whether these currencies can 
be used. They can be used, although how much and how cumber- 
some it would be is open to question. 

Mr. Paarupera. This is true. 

Mr. Wat.ace. But you do now try to stimulate trade by your nego- 
tiations ¢ 

Mr. Paartserc. When the opportunity does provide. Now, as we 
indicated in the prepared statement, if a study is to be made of this 
general problem we would be very happy to participate in such a 
study, and it is possible that opportunities exist which we have not 
thus far uncovered. 

Mr. Wattace. There is a reason that it occurred to us that you 
could make sales and use local currencies for IDA on the basis of re- 
strictions and consent of the government concerned. You have said 
you are not familiar with the World Bank operations. It is a fact, 
however, that the United States is the chief member country which 
does not have some form of restriction on the use of its currency. 
Much of the testimony that has taken place so far treats local cur- 
rencies as though they are invariably difficult to use. Actually most 
hard currencies have restrictions on them in the World Bank. 
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This is the World Bank’s Twelfth Annual Report, 1956-57, pages 
18: 

The total of the 18 percent capital that the bank had been able to use in 
its lending, including funds allocated for future disbursement, amounted as of 
June 30, 1956, to $893 million. This sum included the complete release for use 
for purchases anywhere of the original 18 percent subscriptions of the United 
States, Canada, and Germany, together totaling the equivalent of $684 million. 
The remainder was made up of partial releases by other member countries. 

In other words, they have to approve the release of the currency 
and, as I recall the restrictions, they were restricted as to the areas 
where they could be spent, the nations where they could be spent 
or what nations could use them. They were also restricted as to the 
time they might be spent, and were subject to various other re- 
strictions. 

Mr. Zacuits. So far as I know, those were mainly buy-at-home 
restrictions, such as “Buy American” and “Buy British.” Those 
were the restrictions, which are not similar to some of the restrictions 
we have on our Export-Import Bank loans. They were not restric- 
tions on the use of the currency as such but restrictions on the use of 
the credit. 

Mr. Watuace. They were also restrictions on by whom they could 
be used and in what country. 

What are the other examples where you use the three-nation ar- 
rangement ? 

Mr. PaarvBerc. We had one I think involving the United States, 
Italy, and Pakistan, did we not, Mr. Zaglits, in which the Italians 
did some processing? I think they did some spinning of cotton that 
the Pakistanis needed but lacked the spinning equipment. Perhaps 
Mr. Zaglits can describe either that or some other agreement. 

Mr. Zacuits. We had a time when we had great difficulties in ex- 
porting cotton because of the price differential. We made a number 
of de: “4 where we supplied cotton that was processed in a third coun- 
try, and there were Italy and quite a number of other countries in 
it. That was one type of program. We have discontinued that be- 
cause we are now able to sell cotton without that proviso and move 
more cotton in a direct way. 

Then we had a number of programs where we bought one country’s 
product for another country. There is a list here, with corrections, 
which might be inserted in the record. This was taken from the 
Presidential report and brought up to date. 

Mr. Watiace. You are referring to the table on page 12 of the 
seventh report on Public Law 480. We will put the table in the 
record at this point. 
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(The table referred to follows :) 


TasL_e VII.—Sec. 104 (d) program, as of Dec. 31, 1957 
{In million dollars ! equivalent] 


Sales proceeds from— Purchases programed for— 


Amount 


for 9090 PO ER 


Total Total 
Adjustment (difference in exchange 


Path ndodndanimsdnnacantdistanes 


Grand total 





o se oa ee ee ee 


Bice 8 


1 The dollar equivalent value assigned to sales proceeds earmarked or allocated reflects deposit rates 
agreed upon at the time the sales agreements were negotiated. The dollar equivalent value assigned to 
currencies programed for purchases reflects current exchange rates for exports. 


Why have these figures been reduced in the table below those 
shown in the same table in the seventh annual report ? 

Mr. Zaauits. I think Mr. Harvey can explain that. 

Mr. Harvey. I can explain that, sir. There was a program of 
the International Cooperation Administration to use $12 million 
worth of Finmarks to finance the sale of Finnish ships to southeast 
Asian countries. One of those sales has been completed, a long-term 
loan to an Indonesian concern to buy a boat. Since that program 
was undertaken, it was decided to make a loan to Finland out of 
these Finmark proceeds, and that boat sale program has been can- 
celed. That is why this change in figures. It happened just in the 
last month or two. 

Mr. Watxace. I note that the table on page 18 of the Public Law 
480 report showing activities under section 104 (i) also contains one 
third-country transaction. 

(The table referred to follows :) 


Translations, publication, and distribution of books and periodicals.—Section 
104 (i): The United States Information Agency program consists of assistance 
to countries for the translation, publication, and distribution of free-world and 
United States-oriented textbooks in local languages for sale at prices which 
students and ministeries of education can afford to pay. 

Programs for 1958, in United States dollar equivalent at current United 
States Treasury selling rates, include: 








Country Amonnt Type of textbooks 
in dollars 


United States geography, management, commerce, industry, engineering, 
medicine, chemistry, and physics. 
Economics, political science, English teaching, and possibly agriculture. 
Purchase of paper for textbook projects in Near East and South Asia. 
— science, humanities, social studies, English teaching, and tech- 
nology. 


DO icistedieicases 50, 000 | General elementary and secondary, and business administration. 








§ | ee reeepeeree 
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veering, 


suture. 
h Asia. 
d tech- 
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Mr. Wau.ace. It would also be appropriate here, I think, to insert 
the table showing the expenditures of the local currencies generated 
under Public Law 480 for the Fulbright exchange program. 

(The table referred to follows :) 


TABLE XI.—IJnternational educational authorizations since beginning of program 


[In thousands-dollar equivalent] 





| Executive agree- | | Excecutive agree- 
ments ments 
Country | Country | 

| 


Kuti | Con- Author- Con- 
ized cluded ized cluded 


SN dthiine opine prin aking 
Bolivia. .....- 


SE Se | 

ee olin qe town , 250 500 | Paraguay ; sen tae 150 

China (Taiwan) _........_--- 50 | TU a. Di hii cdse ies ces 

NE i into Sieiy-cdmncngl f 500 | Philippines 

a ns 300 | 300 | Portugal. --.-_- 

Sin 0 556 been sdas~ isnt a bs sas I, ucthacsinge at 
250 | Thailand__. 

Iceland -_... - _- 


go i oe 
RIES 2 PRE EIS 2 -f d 
a IES | 5 750 | 


600 600 | Japan entins SI Be ceekniene 
200 |.----- | Korea _- aa LBe a dniateel 900 
980 “je eee , 050 











1 Fiscal] year 1956, 75; fiscal year 1957, 937; fiscal year 1958, 3,256; fiscal year 1959, 7,525. The remainder 
of the funds authorized will be used to conduct the exchange program until the funds are exhausted— 
a period varying from 1 to 5 years in a given country. 


Source: 7th semiannual report on activities under Public Law 480, p. 18. 


Mr. Wattace. On your table that you submitted at the close of 
your statement, you list $2,643.7 million as the total of the planned 
uses of foreign currency under agreements signed from the begin- 
ning of the program through February 28, 1958, under title I, Public 
Law 480, 83d Congress. At what rate are the amounts of these cur- 
rencies going up? Can you project what you think these totals will 
be 1 year from now, 2 years from now, and 3 years from now? 

Mr. Paarvpera. In a general way one could. The bill now before 
the Senate would increase the authorization in an amount of about 
a billion and a half a year. Now, a considerable part of these funds 
is for United States uses. Others of these uses result in accumula- 
tions of foreign currency for loan purposes in our hands. I would 
judge that with a $1.5 billion program in a year’s time this would 
generate—well, of course, there is a difference between CCC invest- 
ment and market value. 

Mr. Watwace. Is this $1.5 billion in CCC investment or world 
prices ? 

Mr. Paartpere. It is CCC investment. 

Mr. Wattace. Is the world price roughly on the order of 60 per- 
cent of CCC investment ? 

Mr. Paarzpera. A billion and a half CCC investment might make 
$1.1 billion or something like that at market value. 

Mr. Wat.ace. Roughly a billion a year? 

Mr. Paartperc. Yes; and maybe 60 percent of this or 70 percent 
of it might result in the generation of local currencies that would 
accrue for lending purposes; so that this in a very rough way would 
approximate the annual increase in the availability of these curren- 
cies at the present rate of programing: 








206 INTERNATIONAL DEVELOPMENT ASSOCIATION 


Mr. Wauiace. You have a total of $2.6 billion as of February 28? 

Mr. PaarvBerc. Yes. 

Mr. Watuace. A year from now we would have about 3.6 billion 
and in 2 years roughly 4.6 billion ? 

Mr. Paarieerc. I do not think it would go up at the rate of a 
billion a-year. Mr. Zaglits, what would you venture on that? 

Mr. Zacuits. A compilation by the United States Treasury shows 
that by December 31, 1957, we have used close to 500 million of these 
currencies, loans roughly 250 million, and for common defense about 
75 million, a small amount for grants. Under the Cooley amend- 
ment we had nothing disbursed at that time because that is new 
legislative authority, but we expect to disburse substantial amounts 
in the future. And 133 million of these currencies have been used for 
the payment of United States obligations, spent in place of dollars. 
There were also a number of uses of minor amounts for other pur- 
poses—market development, educational exchange, and the purchases 
for third countries. All together it makes a total of exactly $485 
million that we used up to the end of last year, and of course the 
use will be speeded up, as the programs require time to develop. 

Mr. Watuace. Do you have any way of classifying the kinds of 
currencies you are generating—for example, some currencies harder 
than others? How do youclassify these ? 

Mr. Paar.perc. Well, I do not know that we very definitely cate- 
gorize. We have, of course, an awareness of the fact that certain 
currencies have wider usefulness and wider acceptability than others. 
I do not believe that we have hard-and-fast categories for these vari- 
ous currencies. Most of them, of course, are from the underdeveloped 
countries, since about 80 percent of our Public Law 480 programs 
go to countries which in addition are receiving foreign aid from the 
United States, and this is indicative of the fact that they are under- 
developed countries. So most of our currencies are what one would 
call soft currencies. 

Mr. Watuace. Mr. Coughran, the Assistant Secretary of the Treas- 
ury, has submitted some material to us. He has a table which breaks 
it down by the industrialized European countries and Japan, on the 
one hand, and all other countries. He has that two ways. (See 
p. 245.) 

Mr. Paartperc. We have that classification. 

Mr. Warxace. Would it not be a fact that Spain, which is listed 
in the “other” countries, has a currency perhaps not as hard as the 
United Kingdom’s, but it does have some industrial potential and it 
would be perhaps harder than some of the badly underdeveloped 
countries ? 

Mr. Zacuits. I would say it the other way around at this moment. 
Spain at the moment is in considerable trouble, 

Mr. Watuace. Do you think all the other countries outside the ] 
industrialized European countries and Japan are relatively equal ! 

Mr. Paarupere. By no means. 

Mr. Watxace. But you have no way of classifying these? ] 

Mr. Paarteerc. We have not a formal way of classifying them, but 
we certainly have in our minds some rough measure of their relative 
merits. ¢ 

Mr. Zacuirs. I could pick out among the others a country with a 
relatively hard currency. That is Portugal. But you will also note 
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that in this case the entire amount of the money is reserved for United 
States use. Either we get direct benefits or dollars. You might also 
note that substantial quantities in the case of some countries with 
hard currencies, like Austria and ae have been reserved for the 
country’s use, and this means loans. ‘These countries have been very 
anxious to get long-term financing for their own development, in 
Austria the factories that formerly were under Russian control and, 
in the case of Italy, development of the southern regions. A major 

urpose in their buying our surpluses was to get these moneys just 
or use in the country for those projects. 

Mr. Watuace. In the case of a country like Indonesia, which has 
oil, can you tell me whether in a country like that all their oil pro- 
duced is being used to generate hard currency credits? 

Mr. Zaautrts. It would be my understanding. 

Mr. Wauuace. If they produced more oil, it would all be sold to 
the foreign markets? 

Mr. Zacuits. It would be readily salable. 

Mr. Wauiace. What about a country like Venezuela? Do you sell 
surpluses to Venezuela ? 

Mr. Paarteere. No. 

Mr. Watiace. What is your feeling about the rate at which these 
funds are growing? Is it your feeling these can be used, or are they 
ultimately going to have to be crossed off ? 

Mr. Paartpere. Of course, the responsibility for allocating them 
to specific prone is in other departments. We feel, of course, that 
they should be put to use. We feel that they can be effective in lifting 


the level of productivity in these countries, that they will result in 


development markets for American farm products if so used, and we 
are anxious to see these currencies put to use as soon as proper pro- 
jects can be developed for them. 

Mr. Wa.uace. Is it true that the surplus sales which you have 
negotiated have resulted in an increase in the tetal amount of con- 
sumption of these goods in the world as a whole? 

Mr. Paariperc. We are certain this is the case; yes. It may not be 
a 100-percent addition in all cases. We are charged by law with seeing 
that the sales are in addition to normal takings. It is difficult always 
tosay what their normal takings would be, but such studies as we have 
made indicate that the degree of addition that we get is very large in- 
deed. I think this is supported by the fact that much of these com- 
modities goes into countries like India and Pakistan, where the per 
capita intake of food is low and where it is possible through these 

rograms to improve the health of the people, raise their per capita 
intake of foods, and not displace anything that they would otherwise 
have purchased, because they do not have the exchange with which 
to purchase foods in large quantities in the first place. 

Mr. Wattace. Then the program actually results in a raising of 
living standards in underdeveloped areas? 

Mr. Paarteerc. This is true. 

Mr. Wa.tace. In so far as you could find greater uses for these 
local currencies, this would be a good thing, would it not? 

Mr. Paar.perc. We are firmly convinced of this. 

Mr. Watiace. And if an International Development Association 
could be worked out where it could increase the use of foreign cur- 
rencies, it would be a good thing, would it not? 
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Mr. Paartperc. If it could be done without any harmful effects, this 
would certainly be desirable. 

Mr. Watuace. Has the Department of Agriculture taken any stand 
on the Monroney resolution itself, Senate Resolution 264, as to whether 
the resolution is a good thing to pursue and study and develop? 

Mr. Paariperc. That it is worthy of study; yes. This was indi. 
cated in my prepared statement. 

Mr. Wauuace. Senator Monroney wants to ask you some further 
questions. He is tied up on the floor, but he will be back shortly. We 
will recess for a few minutes until Senator Monroney gets back. 

Mr. Paarteerc. We have here an agreement with Pakistan, a fairly 
recent one, that you might look at. It indicates the commodities in- 
volved and the magnitude of the operation. 

Mr. Watiace. Would you file that for the record ? 

Mr. Paaruserc. We would be very happy to do that. 

(The agreement referred to is as follows: ) 


‘AGRICULTURAL COMMODITIES AGREEMENT BETWEEN THE GOVERNMENT OF THE 
UNITED STATES OF AMERICA AND THE GOVERNMENT OF PAKISTAN UNDER TITLE I 
OF THE AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT, AS AMENDED 


The Government of the United States of America and the Government of 
Pakistan: 

Recognizing the desirability of expanding trade in agricultural commodities 
between their two countries and with other friendly nations in a manner which 
would not displace usual marketings of the United States of America in these 
commodities, or unduly disrupt world prices of agricultural commodities ; 

Considering that the purchase for Pakistan rupees of surplus agricultural 
commodities produced in the United States of America will assist in achieving 
such an expansion of trade. 

Considering that the Pakistan rupee accruing from such purchase will be uti- 
lized in a manner beneficial to both countries ; 

Desiring to set forth the understandings which will govern the sales of surplus 
Agricultural commodities to the Government of Pakistan pursuant to title I of 
the Agricultural Trade Development and Assistance Act, as amended, and the 
measures which the two Governments will take individually and collectively in 
furthering the expansion of trade in such commodities ; 

Have agreed as follows: 


ARTICLE I. SALES FOR PAKISTAN RUPEES 


1. Subject to the issuance by the Government of the United States of America 
and acceptance by the Government of Pakistan of purchase authorizations, the 
Government of the United States of America undertakes to finance the sale to 
purchasers as authorized by the Government of Pakistan, for Pakistan rupees, of 
the following agricultural commodities determined to be surplus pursuant to 
title I of the Agricultural Trade Development and Assistance Act in the amount 
indicated : 


Eeport market value 


{In millions] 


Commodity : 
$36. 60 


14, 40 
Dairy products 2. 20 
Tallow (inedible) 0. 25 
53. 45 
11, % 


_—_———_—_— 


2. Purchase authorizations must be issued pursuant to the above within 9 
calendar days following the date the agreement is signed. The purchase authori- 
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zation will include provisions relating to the sale and delivery of commodities, 
the time and circumstances of deposit of the rupees accruing from such sale, 
and other relevant matters, 


ARTICLE II. USES OF RUPEES 


1. The two Governments agree that the rupees accruing to the Government 
of the United States of America as a consequence of the sales made pursuant 
to this agreement will be used by the Government of the United States of America, 
in such manner and order of priority as the Government of the United States 
of America may determine, for the folowing purposes, in the amounts shown: 

(a) To help develop new markets for United States agricultural commodities, 
for international educational exchange, for financing the translation, publica- 
tion, and distribution of books and periodicals, and for other expenditures by 
the Government of the United States of America and Pakistan under subsections 
(a), (f), (h), and (i) of section 104 of the act, the rupee equivalent of $12.7 
million. 

(b) To provide assistance of the types provided for under section 104 (j) 
of the act, an amount not to exceed the rupee equivalent of $0.5 million. 

(c) For loans to be made by the Export-Import Bank of Washington under 
section 104 (e) of said act and for administrative expenses of the Export- 
Import Bank of Washington in Pakistan incident thereto, the rupee equivalent 
of $16.4 million, but not more than 25 percent of the currencies received under 
the agreement. Such loans will be made to United States business firms and 
branches, subsidiaries, or affiliates of such firms in Pakistan for business de- 
velopmeent and trade expansion in Pakistan and to United States firms and 
to Pakistan firms for the establishment of facilities for aiding in the utilization, 
distribution, or otherwise increasing the consumpton of and markets for United 
States agricultural products. It is understood that such loans will be mutually 
agreeable to the Export-Import Bank of Washington and the Government of 
Pakistan. The State Bank of Pakistan will act on the behalf of the Government 
of Pakistan in this matter. In the event the rupees set aside for loans under 
subsection 104 (e) of said act are not advanced within 3 years from the date 
of this agreement because the Export-Import Bank of Washington has not ap- 
proved loans or because proposed loans have not been mutually agreeable to the 
Export-Import Bank of Washington and the State Bank of Pakistan, the Gov- 
ernment of the United States of America may use the rupees for any purpose 
authorized by section 104 of the act. 

(d) To procure military equipment, materials, facilities, and services for the 
Pakistan defense forces in accordance with section 104 (c) of the act, the rupee 
equivalent of $5 million. 

(e) For a loan to the Government of Pakistan to promote the economic 
development of Pakistan under section 104 (g) of the act, the rupee equivalent 
of $30.8 million, the terms and conditions of which will be included in a supple- 
mental agreement between the two Governments. It is understood that the loan 
will be denominated in dollars, or, at the option of the Government of Pakistan, 
in rupees, such payments in rupees to be made at the applicable exchange rates 
as defined in the loan agreement, in effect on the date of the payment. It is 
further understood that the loan funds shall be disbursed only after prior agree- 
ment as to the uses of such loan funds. These and other provisions will be 
set forth in the loan agreement and any agreement supplemental thereto. In 
the event the rupees set aside for loans to the Government of Pakistan are not 
advanced within 3 years from the date of this agreement as a result of failure 
of the two Governments to reach agreement on the use of the rupees for loan 
purposes, the Government of the United States of America may use the rupees 
for any other purpose authorized by section 104 of the act. 

2. In the event the total of rupees accruing to the Government of the United 
States of America, as a consequence of sales made pursuant to this agreement, 
is less than the rupee equivalent of $65.4 million, the amount available for a loan 
to the Government of Pakistan under section 104 (g) would be reduced by the 
amount of such difference; in the event the total rupee deposits exceed the 
equivalent of $65.4 million, 47 percent of the excess would be available for loans 
under section 104 (g), and 53 percent would be available for any use or uses 
authorized by section 104, as the Government of the United States may determine. 
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ARTICLE III. DEPOSIT OF PAKISTAN RUPEES 


The deposit of Pakistan rupees to the account of the Government of the 
United States of America in payment for the commodities and for ocean trans. 
portation costs financed by the Government of the United States of America 
(except excess costs resulting from the requirement that United States flag 
vessels be used) shall be made at the rate of exchange for United States dollars 
generally applicable to import transactions (excluding imports granted a 
perferential rate) in effect on the dates of dollar disbursement by United States 
banks, or by the Government of the United States of America, as provided in 
the purchase authorizations. 


ARTICLE IV. GENERAL UNDERTAKINGS 


1. The Government of Pakistan agrees that it will take all possible 
measures to prevent the sale or transshipment to other countries, or the use 
for other than domestic purposes (except where such resale, transshipment or 
use is specifically approved by the Government of the United States of America), 
of the surplus agricultural commodities purchased pursuant to the provisions 
of this agreement, and to assure that the purchase of such commodities does not 
result in increased availability of these or like commodities to nations unfriendly 
to the United States of America. 

2. The two Governments agree that they will take reasonable precaution to 
assure that sales or purchases of surplus agricultural commodities pursuant to 
this agreement will not unduly disrupt world prices of agricultural commodi- 
ties, displace usual marketings of the United States of America in these com- 
modities, or materially impair trade relations among the countries of the free 
world. 

38. In carrying out this agreement the two Governments will seek to assure 
conditions of commerce permitting private traders to function effectively and 
will use their best endeavors to develop and expand continuous market demand 
for agricultural commodities. 

4. The Government of Pakistan agrees to furnish, upon request of the Goy- 
ernment of the United States of America, information on the progress of the 
program, particularly with respect to arrivals and conditions of commodities 
and the provisions for the maintenance of usual marketings and information 
relating to exports of the same or like commodities. 


ARTICLE V. CONSULTATION 


The two Governments will, upon the request of either of them, consult regard- 
ing any matter relating to the application of this agreement or to the operation 
of arrangements carried out pursuant to this agreement. 


ARTICLE IV. ENTRY INTO FORCE 


This agreement shall enter into force upon signature. 

In witness whereof, the respective representatives, duly authorized for the 
purpose, have signed the present agreement. 

Done in duplicate at Karachi, this 15th day of November 1957. 


For the Government of the United States of America: 


JAMES M, LANGLEY, 
Ambassador of the United States of America in Pakistan. 


For the Government of Pakistan: 
S. AMJAD ALI, 
Minister for Finance. 


MINISTER OF FINANCE, 
GOVERNMENT OF PAKISTAN, 
Karachi, November 15, 1957. 


MEMORANDUM OF UNDERSTANDING 


In arriving at mutual agreement concerning loans eligible under section 14 
(e) the governor of the State Bank of Pakistan, or his designate, will act for 
the Government of Pakistan, and the President of the Export-Import Bank of 
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Washington, or his designate will act for the Export-Import Bank of Wash- 
ngton. 
: Upon receipt of an application which the Export-Import Bank is prepared 
to consider, the Export-Import Bank will notify the State Bank of Pakistan of 
the identity of the applicant, the nature of the proposed business, the amount 
of the proposed loan, the general purposes for which the loan proceeds would be 
expended, and the probable range of (1) the interest rate and (2) the repayment 
riod. 
me Wihin 60 days after the receipt of such notice the State Bank of Pakistan will 
indicate to the Export-Import Bank whether or not the State Bank of Pakistan 
is receptive to the proposed loan. Unless within the 60-day period the Export- 
Import Bank has received such a communication from the State Bank of 
Pakistan, it shall be understood that the State Bank of Pakistan has no objec- 
tion to the proposed loan. 

When the Export-Import Bank approves or declines the proposed loan, it will 
notify the State Bank of Pakistan. 

In approving a loan, the Export-Import Bank will (1) fix an interest rate 
similar to that prevailing in Pakistan on comparable loans; (2) establish 
maturities similar to those of Export-Import Bank dollar loans to private 
enterprises. 

For the Government of Pakistan : 

S. AMJAD ALI, 
Minister for Finance. 


For the Government of the United States of America: 
JAMES M. LANGLEY, 
Ambassador of the United States of America in Pakistan. 


MINISTER OF FINANCE, 
GOVERNMENT OF PAKISTAN, 
Karachi, November 15, 1957. 
His Excellency Mr. JAMES M. LANGLEY, 
Ambassador of the United States of America in Pakistan, Karacht. 


DEAR Mr. AMBASSADOR: I have the honor to acknowledge the receipt of your 
letter dated the 15th of November 1957, regarding the conversion of rupees into 
other currencies, the text of which is reproduced below : 

“I have the honor to refer to the Agricultural Commodities Agreement between 
the Government of the United States of America and the Government of Pakistan 
signed today. 

“I wish to confirm my Government’s understanding of the agreement reached 
in conversations which have taken place between this Embassy and the Govern- 
ment of Pakistan with respect to the conversion of rupees into other currencies 
and to certain other matters relating to the use of a total amount of rupees 
equivalent to $350,000 accruing under the subject agreement for agricultural 
market development purposes by the Government of the United States of America 
under section 104 (a) of the Agricultural Trade Development and Assistance Act. 

“1. The Government of Pakistan will provide facilities for the conversion of a 
portion of all of the rupees equivalent to $350,000 accruing under the subject 
agreement for agricultural market development purposes into other currencies 
on request of the Government of the United States of America. This facility 
is needed for the purpose of securing funds to finance agricultural market 
development activities of the Government of the United States in other countries. 

“2. It is also understood that the Government of the United States of America 
may utilize a portion of all of the rupees equivalent to $350,000 in Pakistan to 
pay for international transportation and travel originating either in Pakistan 
or in the United States, including connecting transportation. 

“3. It is also understood that the Government of the United States of America 
may utilize a portion or all of the rupees equivalent to $350,000 to procure in 
Pakistan goods and services needed in connection with agricultural market 
development projects and activities in other countries.” 

I confirm that the foregoing sets forth the understanding of the Government 
of Pakistan. 

Yours sincerely, 
S. Amgap Att, Minister for Finance. 
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MINISTER OF FINANCE, 
GOVERNMENT OF PAKISTAN, 
Karachi, November 15, 1957. 
His Excellency Mr. JAMEs M. LANGLEY, 
Ambassador of the United States of America in Pakistan, Karachi. 


Dear Mr. AMBASSADOR: I have the honor to refer to the Agricultural Commod- 
ities Agreement between the Government of Pakistan and the Government of 
the United States of America signed today. 

I wish to confirm my Government’s understanding of the agreement reached 
in conversations which have taken place between the Government of Pakistan 
and the Embassy of the United States of America with respect to tallow and 
wheat. 

In addition to the tallow obtained under this agreement, the Government of 
Pakistan will import from other sources a minimum of 1,500 metric tons of 
tallow during the United States fiscal year 1958, expiring June 30, 1958. 

In addition to the wheat obtained under this agreement the Government of 
Pakistan will import from commercial sources a minimum of 150,000 metric tons 
of wheat during the Pakistan crop year (May 1, 1957, to April 30, 1958). 

Yours sincerely, 
S. Amgap Aut, Minister of Finance. 


EMBASSY OF THE UNITED STATES OF AMERICA, 
Karachi, November 15, 1957. 
His Excellency SyEp AMJAD ALI, 
Minister of Finance, Karachi. 


EXCELLENCY : I have the honor to refer to the Agriculture Commodities Agree- 
ment between the Government of the United States of America and the Govy- 
ernment of Pakistan signed today. 

I wish to confirm my Government’s understanding of the agreement reached 
in conversations which have taken place between the Government of Pakistan 
and the Embassy of the United States of America with respect to tallow and 
wheat. 

In addition to the tallow obtained under this agreement, the Government of 
Pakistan will import from other sources a minimum of 1,500 metric tons of tallow 
during the United States fiscal year 1958, expiring June 30, 1958. 

In addition to the wheat obtained under this agreement, the Government of 
Pakistan will import from commercial sources a minimum of 150,000 metric 
tons of wheat during the Pakistani crop year (May 1, 1957 to April 30, 1958). 


JAMES M. LANGLEY, Ambassador. 


MINISTER OF FINANCE, 
GOVERNMENT OF PAKISTAN, 
Karachi, November 15, 1957. 
His Excellency Mr. JAMEs M. LANGLEY, 
Ambassador of the United States of America in Pakistan, Karachi. 


Dear Mr. Ampassapor: I have the honor to acknowledge the receipt of your 
letter dated the 15th November 1957, regarding the possibility of utilizing $7.2 
million for the purchase of wheat in lieu of rice, the text of which is reproduced 
below : 

“T have the honor to refer to the Agriculture Commodities Agreement between 
the Government of the United States of America and the Government of Pakistan 
signed today. 

“I wish to confirm my Government’s understanding of the agreement reached 
in conversations which have taken place between the Embassy of the United 
States of America and the Government of Pakistan with respect to the possi- 
bility of utilizing $7.2 million for the purchase of wheat in lieu of rice as re 
quested by the Government of Pakistan.. Further consideration will be given 
to this request by the Government of the United States, and if necessary, notes 
will be exchanged to amend the agreement.” 

I confirm that the foregoing sets forth the understanding of the Government 
of Pakistan. 

Yours sincerely, 


S. Amgap Att, Minister for Finance, 





INTERNATIONAL DEVELOPMENT ASSOCIATION 213 


MINISTER OF FINANCE, 
GOVERNMENT OF PAKISTAN, 
Karachi, November 15, 1957. 
His Excellency Mr. JAMEs M. LANGLEY, 
Ambassador of the United States of America in Pakistan, Karachi. 


Deak Mr. AMBASSADOR: I have the honor to refer to the Agricultural Com- 
modities Agreement between the Government of Pakistan and the Government 
of the United States of America signed today. 

I wish to confirm my Government’s understanding of the agreement reached 
in conversations which have taken place between the Government of Pakistan 
and the Embassy of the United States of America with respect to wheat flour. 
It is understood that the purchase authorization for wheat will also permit 
the purchase of wheat flour. My Government undertakes to notify the flour 
importers that licenses in reasonable amounts may be issued under the provisions 
of this agreement. 

My Government reserves the right to raise the question with the United 
States if the import of flour under this purchase authorization harms the 
Pakistan economy. 

Yours sincerely, 
S. Amsap Att, Minister for Finance. 


EMBASSY OF THE UNITED STATES OF AMERICA, 
Karachi, November 15, 1957. 
His Excellency Syep Amsap ALI, 
Minister of Finance, Karachi. 

EXcELLENCY: I have the honor to refer to the Agriculture Commodities 
Agreement between the Government of the United States of America and the 
Government of Pakistan signed today. 

I wish to confirm my Government’s understanding of the agreement reached 
in conversations which have taken place between the Government of Pakistan 
and the Embassy of the United States of America with respect to wheat flour. 
It is understood that the purchase authorization for wheat will also permit 
the purchase of wheat flour. Your Government undertakes to notify the flour 
importers that licenses in reasonable amounts may be issued under the provi- 
sions of this agreement. 

Your Government reserves the right to raise the question with the United 
States if the import of flour under this purchase authorization harms the Pak- 
istan economy. 

JAMES M. LANGLEY, Ambassador, 


MINISTER OF FINANCE, 
GOVERNMENT OF PAKISTAN, 
Karachi, November 15, 1957. 
His Excellency Mr. JAMEs M. LANGLEY, 
Ambassador of the United States of America in Pakistan, Karachi. 


Deak Mr. AMBASSADOR: I have the honor to acknowledge the receipt of your 
letter dated November 15, 1957, regarding the utilization of rupees equivalent of 
$12.7 million accruing to the Government of the United States of America, the 
text of which is reproduced below : 

“I have the honor to refer to the Agriculture Commodities Agreement between 
the Government of the United States of America and the Government of Pak- 
istan signed today. 

“I wish to confirm my Government’s understanding of the agreement reached 
in conversations which have taken place between the Embassy and the Gov- 
ernment of Pakistan with respect to the utilization of the rupees equivalent of 
$12.7 million which will accrue to the Government of the United States of 
America under sections (a), (f), (h) and (i) of section 104 of the act as 
provided in 1 (a) of article II of the agreement. It is the intention of my 
Government to use these rupees approximately as follows: 

“1. $700,000 under section 104 (a) of the act for the development of new 
markets for United States agricultural commodities in Pakistan or in other 
countries. 

“2. About $9.9 million under section 104 (f) of this act for other United States 
expenditures in Pakistan. 
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“3. About $1.1 million under section 104 (h) of the act for international edu- 
cation exchange. 

“4. About $1.0 million under section 104 (i) of the act for financing the trans- 
lation, publication, and distribution of books and periodicals including Goy- 
ernment publications abroad.” 

I confirm that the foregoing sets forth the understanding of the Government 
of Pakistan. 

Yours sincerely, 
/s/ S$. AMJap ALI, 
Minister for Finance. 


MINISTER OF FINANCE, 
GOVERNMENT OF PAKISTAN, 
Karachi, November 15, 1957. 
His Excellency Mr. James M. LANGLEY, 
Ambassador of the United States of America in Pakistan, Karachi. 

Dear Mr. AMBASSADOR: I have the honor to refer to the Agricultural Commodi- 
ties Agreement between the Government of the United States of America and the 
Government of Pakistan signed today. 

I wish to confirm my government’s undertaking that it will not offer rice for 
export during the period ending June 30, 1958, except for a maximum of 30,000 
tons of superior grades of rice known as Basmati, Parmal, and Begmi. 

The Government of Pakistan will report to the Embassy of the United States 
of America monthly the shipments made during the preceding month of the above 
named superior grades of rice. 

Yours sincerely, 
S. Amsap Aut, Minister of Finance. 


EXMBASSY OF THE UNITED STATES OF AMERICA, 
Karachi, November 15, 1957. 
His Excellency Syep AMJap ALI, 
Minister of Finance, Karachi. 

EXcELLENCY: I have the honor to refer to the Agriculture Commodities Agree- 
ment between the Government of the United States of America and the Govern- 
ment of Pakistan signed today. 

I wish to confirm your Government’s undertaking that it will not offer rice 
for export during the period ending June 30, 1958, except for a maximum of 
30,000 tons of superior grades of rice known as Basmati, Parmal, and Begmi. 

The Government of Pakistan will report to the Embassy of the United States 
of America monthly the shipments made during the preceding month of the 
above named superior grades of rice. 

JAMES M. LANGLEY, Ambassador. 

(Whereupon there was a short recess. ) 

Senator Monroney. The committee will resume its session. Ex- 
cuse me for having to leave. They defeated another amendment to 
the bill which w ould extend Public Law 480, and we will have a few 
minutes ot een votes, I think. I have delayed you entirely too long 
on this. I do appreciate your waiting. 

May we return to the subject of your operations under Public Law 
480? My idea is there is probably little chance of changing the 
existing agreements as to the currencies that remain in the ‘country. 

Mr. PAARLBERG. Yes. The agreements we have concluded are firm 
agreements, and agreements of this Government which would, I think, 
have to be honored. 

Senator Monronry. But they could also be subject to renegotiation 
if the countries were willing ? 

Mr. Paareerc. I presume this could be done. 

Senator Monroney. And if they wished, they could untie whatever 
strings there might be on the funds in the present agreement. 
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Mr. Paartpere. If all parties concerned were agreeable, it could be 
done. 

Senator Monroney. I was told informally that additional sales may 
reach $5 billion by 1960. If it were the wisdom of the Congress to 
adopt such a program as IDA, we could negotiate on these future sales 
with regard to the use of the local currencies by a multinational 
organization. 

r. Paartperc. I have to say if it were the provision of law of 
course it could be done. 

Senator Monroney. And you would be happy to try to negotiate 
such an agreement ? 

Mr. Paartperc. We are always happy to comply with the law. On 
the degree of difficulty we might encounter, it is not at this time easy 
to predict. 

Senator Monroney. It would be anybody’s guess whether it would 
be easier or harder to achieve. 

Mr. Paariperc. As I indicated before, I think it would be more 
difficult. How much more, I do not know. 

Senator Monroney. That would depend on the value that these 
countries receiving commodities under Public Law 480 might place 
on the multilateral use of neighboring currencies. 

Mr. Paartperc. That would be the point on which their attitude 
would hinge. 

Senator Monroney. It would at least be possible that in certain 
areas they might prefer development loans in a choice of currencies 
through an international agency. 

Mr. Paarteerc. Our experience thus far in triangular agreements 
which approach the proposal you make has been that these are some- 
what difficult to negotiate; that they are somewhat cumbersome. I 
would anticipate we would have that experience if we were to broaden 
the multilateral aspects of the program. How much so, I am not in 
a position to say. 

Senator Monroney. Thank you. 

I want to apologize for the way the committee has imposed on your 
time. I have found your testimony to be very helpful. I want to 
compliment you on the farsighted approach you take in this matter. 
If we have further questioning we may ask you to come back, but if 
so, we will try not to impose on your time to such an extent. 

Mr. Paartperc. Thank you, Mr. Chairman. If your committee has 
been busy passing the good Public Law 480 bill, this is time well spent. 

Senator Monronry. We are very well along on it and I suggest you 
go to the gallery of the Senate and you will probably see the bill passed 
ma very few minutes. 

Mr. PaartperG. Thank you very much. 

‘Senator Monronery. Our next witness is Mr. Harvey of the Bureau 
of the Budget. 

Will you come forward, Mr. Harvey? Thank you for being pres- 
ent today, and for your patience with our difficult schedule. 


STATEMENT OF BARTLETT HARVEY, ACCOMPANIED BY EDWIN K. 
FOX, INTERNATIONAL DIVISION, BUREAU OF THE BUDGET 


Mr. Harvey. It is quite all right, Senator. It is a pleasure to be 
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I have with me Mr. Edwin K. Fox, also of the staff of the Interna- 
tional Division of the Bureau of the Budget. 

Senator Monroney. Since you are placing a table in at the start, 
you can begin with your explanation of the ioe, 

Mr. Harvey. Yes, sir. I wanted to ask whether you wanted me to 
read the entire statement. 

Senator Monroney. I think you could read it, but the tables I 
would ask that you insert in the record where they appear, because 
the explanation is of the table and we have that before us. 

Mr. Harvey. Yes. Mr. Chairman and members of the commit- 
tee: I am pleased to have this opportunity to meet with you to dis- 
cuss Senate Resolution 264. 

During the hearings of the last 2 days the Secretary of the Treasury 
and senior officials of other agencies of the Government have discussed 
a number of aspects of the proposal before the committee. This after- 
noon I would like to address myself to the actual and prospective 
situation of foreign currencies held by this Government which might 
be used for part of the United States contribution to the resources 
to the International Development Association in accordance with 
numbered paragraph 2 of the resolution. 

The United States Government does receive and is now holding a 
large number of foreign currencies. During the last 18 months, the 
equivalent of $2,226 million in foreign currencies were collected by 
the Treasury and at the end of December the Treasury and other 
United States agencies held foreign currency balances of about $1,645 
million equivalent. These amounts are shown in the following table: 

(The table referred to follows :) 


Summary of July 1956 to December 1957 collections and December 31, 1957, 
balances of foreign currencies acquired by the United States Government 


without purchase 
[In millions of dollar equivalent] 


Collections 


Sale of surplus agricultural commodities under Public Law 480 
Sale of —_— agricultural commodities under Mutual Security 


10 percent mutual security counterpart 

Surplus property 

Information media guarantee 

a to administration of military assistance 
teres’ 


Source: Summarized by Bureau of the Budget staff from “Report on Foreign Currencies in Custody of 
Treasury Department” for periods July 1, 1956, through June 30, 1957, and July 1, 1957, through December 
31, 1957, prepared by Treasury, Bureau of Accounts. 


Mr. Harvey. This table includes only that part of counterpart 
funds generated by the Mutual Security program which is returned to 
the United States for general Treasury use. The remainder and larger 
part of these funds are legally not the property of the United States 
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Government and are not held in United States Treasury accounts. 
Their use is subject to the initiative and formal action of other gov- 
ernments. The United States does approve the release of these funds 
for agreed military or investment purposes. Such agreed purposes 
have virtually always been within the aid recipient country. Gen- 
erally, counterpart funds are subject to appropriation by the parlia- 
ments of the recipient countries as supplements to their budgets. A 
decision to coueeibtite them to the International Development Asso- 
ciation would have to be made by the Government which holds those 
funds. During fiscal year 1957, about $818 million operant of 
counterpart funds were deposited in country accounts, leaving bal- 
ances of $1,138 million equivalent. 

peeking at the flow of foreign currencies to the Government in 
terms of lump sums unfortunately is not very useful because, to a 
major extent, these numbers represent the adding together of a great 
many different kinds of apples and oranges. At the end of January, 
the Treasury held currencies in 189 accounts in 47 countries. In 
addition, Defense, ICA, State, USIA, Agriculture and other agencies 
hold accounts. 
| Senator Monronty. Do you mean that in addition to the 189 
accounts in 47 countries held by the Treasury, there are other amounts 
of foreign currencies, as well as bookkeeping accounts ¢ 

Mr. Harvey. The amounts included in those agency accounts are 
included in the totals, which are included in the table, to they are 
not additional to those figures. 

Senator Monroney. Do you hold all those or do these amounts fluc- 
tuate without passing through the Treasury of the United States? 

Mr. Harvey. For the most part those agency accounts are curren- 
cies which have been in Treasury accounts and which have been 
withdrawn by the agencies for their use, for authorized purposes, 
and they are working balances held by the agencies. 

Senator Monronry. But replenished by withdrawals on the 
Treasury ? 

Mr. eet, Yes. 

In order for the committee to gain a clear understanding of the 
ibilities of using United States held foreign currencies for use- 
purposes, it is necessary to analyze the picture in considerably 

greater detail. These currencies vary as to source, as to the liimta- 
tions on the purposes for which they may be used and to the legal 
and admiinstrative provisions for deciding on their use, and as to 
their location and purchasing power. 

Source: The major source of United States-owned foreign curren- 
cies is the sale of surplus agricultural commodities. $1.8 billion 
equivalent of the $2.2 billion which was received during the past 18 
months came for such sales. Basically, it is foreign currencies derived 
from agricultural sales that are subject to consideration in connection 
with S. Res. 264, both because of their realtive size and because these 
are the currencies which can be used outside for appropriations. 

In addition, the United States receives foreign currencies from a 
number of other sources. These include the 10 percent of the counter- 
part of mutual security assistance which is available to the Treasury, 
proceeds from the sale of World War II surpluses, contributions by 
the Japanese Government to the maintenance of the American military 
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forces in Japan, and a number of minor sources. These sources are 
relatively small, may be utilized only as authorized in appropriation 
acts, and with very few exceptions are readily consumed in the normal 


course of Government overseas operations. 
I have here a summary statement of these sources which I suggest 


be inserted in the record at this point. ! 
Senator Monroney. Without objection, this statement may be made 


a part of the record at this point. 
(The statement referred to follows :) 


SumMMARY oF TREASURY HELD ForEIGN CURRENCIES FROM Sources OTHER THAN 
THE SALE oF SuRPLUS AGRICULTURAL COMMODITIES 


1. Surplus property sales proceeds 

Sales of United States Government surplus property and setlement of lend- 
lease debts for foreign currencies are authorized under several laws and inter- 
national agreements. Among these have been surplus property credit agree- 
ments authorized under the Surplus Property Act of 1944 (Public Law 78- 
457) and combined lend-lease—surplus property World War II account settle- 
ment agreements under the Lend-Lease Act of 1941 (Public Law 77-11). Foreign 
currencies may also be accepted by United States agencies in payment for ex- 
cess property sold under title IV of the Federal Property and Administrative 
Services Act (Public Law 81-152), which superseded the Surplus Property Act 
of 1944. All such currencies are subject to section 1415 and, in addition, some 
may only be used for educational ex®hange programs. 

The Foreign Service Building Act of 1926 allows the Department of State 
to sell real property abroad for dollars or foreign currencies. The State De 
partment may similarly sell surplus personal property (mostly vehicles). The 
proceeds from such sales may be used for building purposes or replacement 
of the personal property. 


2. Information media guaranty proceeds 

Under the Information and Educational Exchange Act, American exporters 
of books, periodicals, and motion pictures may sell their material abroad for 
foreign currencies which may then be exchanged for dollars upon application to 
the United States Information Agency. These currencies are deposited in Treas- 
ury sales accounts and are subject to section 1415. Some of them, however, 
can only be used for specific purposes agreed upon with the foreign governments, 


3. Contributions for administration of military assistance 

In most cases in which the United States provides military assistance to a 
country, that country agrees to contribute toward the local cost of the United 
States Military Assistance Advisory Group (MAAG) set up to administer the 
aid program. Currencies so provided can be used only for this purpose. Their 
use is subject to section 1415. 


4. Contributions for United States forces abroad 

Under an intergovernmental defense agreement between the United States and 
Japan, that country has agreed to bear a part of the cost of our forces ‘by con- 
tributing yen to assist in meeting the local costs. Use of the currency is limited 
to this purpose and is subject to section 1415. 

A slightly different situation has prevailed in Germany. The Germans have 
contributed deutschemarks for the support of United States forces, but such 
deutschemarks remain in German Government accounts rather than being de 
posited in United States Government accounts. This contribution thus may be 
considered technically to be one of goods and services rather than foreign cur- 
rencies. This particular source of receipt is expected to disappear soon, how: 
ever. 


5. Miscellaneous sources 
There are several miscellaneous sources of currencies. Currencies received 
in payment of fees and services abroad (largely consular fees) are usually 


immediately purchased by agencies abroad with their appropriated funds for 
operating needs. The Commodity Credit Corporation has authority to sell its 


commodities for foreign currencies. This authority has, however, fallen into 
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disuse with the advent of Public Law 480. All of these currencies are subject 
to section 1415. Section 505 (a) of the Mutual Security Act authorizes the sale 
of any commodities or services for foreign currencies. The same section exempts 
these currencies and section 402 currencies from section 1415. So far there has 
been only one case (Burma rice), where nonmilitary aid commodities other than 
United States surplus agricultural commodities have been sold to generate 
United States-owned foreign currencies. 

Interest earned on United States deposits of foreign currencies in foreign 
banks, whether they be in Treasury or agency accounts, is credited to a Trea- 
sury sales account. 

6. Currencies held in trust 


Under aid agreements with certain countries, they advance local currencies 
to the International Cooperation Administration to pay for some of the local 
costs of our technical cooperation program in those countries. These contribu- 
tions have been considered and handled as trust advances owned by the foreign 
government rather than having been taken into United States Government 
accounts. 

A considerably larger amount, $30 million, is held by the Treasury in a trust 
account into which currencies were deposited under the terms of a bilateral 
agreement on December 15, 1949, for payment of claims made by former German 
prisoners of war. 

Mr. Harvey. Limitations. 

The basic limitation on the use of United States-owned foreign cur- 
rencies is section 1415 of the Supplemental Appropriation Act of 
1953, which provides that such currencies may be used only as author- 
ized in annual appropriation acts. Such authorization is provided 
annually in section 209 of the General Government Matters Appro- 
priation Act, which permits the use of appropriated dollars to pur- 
chase foreign currencies from the Treasury for the payment of obli- 
gations overseas, provided that the dollar appropriation is charged 
accordingly. These provisions and the procedures which have been 
developed for their implementation govern the use of virtually all 
foreign currencies which come to the Government from sources other 
than the sales of surplus agricultural commodities. They apply also 
to at least 10 percent of sales of agricultural surplus under Public 
Law 480. Due to the size of surplus agricultural sales, the exception 
now applies to more currencies than does the general rule. 

The Treasury has issued instructions for any agency with overseas 
expenditures to ascertain the availability of Treasury-held foreign 
currencies for meeting those expenditures before using dollars. This 
Is accepted practice on the part of Departments of Defense, State, 
and other agencies with overseas operations with the result that 
many millions of dollars are saved annually, and until recently 
unusual balances of currencies available for Treasury sale had accu- 
mulated in only 1 or 2 instances. Due to large-scale Public Law 480 
sales, surplus currencies for Treasury sale are beginning to accumu- 
late in a few additional countries. However, in most countries agency 
requirements continue to exceed Treasury supply and the Government 
annually purchases many millions of dollars’ worth of foreign curren- 
cles for its overseas operations. 

Most foreign currencies received from the sale of surplus agricul- 
tural commodities are not subject to the limitations just described 
due to exceptions included in the laws authorizing the foreign-cur- 
Tency sales. ‘They are, however, subject to other sets of limitations. 
In the case of the proceeds of sales of surplus agricultural commodi- 
ties under section 402 of the Mutual Security Act, the commodities 
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have been financed with mutual security appropriations and the for. 
eign-currency-sale proceeds may be used only for the same purposes ag 
those for which the dollars were appropriated. These currencies are 
held by the International Cooperation Administration and are used 
by it in agreement with the purchasing country to finance military or 
economic development projects within that country. 

There are also limitations on the use of the proceeds of surplus 
commodity sales under title I of Public Law 480. 

Senator Monroney. These limitations result from the negotiations 
of the original sales. Is that not correct? 

Mr. Harvey. Which limitations do you refer to? 

Senator Monroney. The limitations on the uses of these curren- 
cies. There is no formal prohibition on their use other than that to 
which we agree at the time the contract is made. 

Mr. Harvey. Under section 402 the Mutual Security Act provides 
that those foreign currencies may be used only for the same purposes 
as the dollars used to finance the commodities. This is in American 
law. Under Public Law 480 there are a number of conditions govern- 
ing the use of the currencies set out in section 104 of Public Law 480, 

Senator Monroney. But here you are referring to the general pur- 
poses for which these funds may be used, rather than the conditions 
of sales contracts. 

Mr. Harvey. In effect, the next page of my testimony is a summary 
of section 104 of Public Law 480. 

Senator Monroney. The point I am making is, when you speak of 
limitations these are all made either by the sales agreement with other 
countries, or by the Congress in the passage of the law. 

Mr. Harvey. Yes. I think it must be said also, in all honesty, that 
the limitations made by us in agreement with other countries generally 
speaking are inherent in the nature of the transaction being carried 
out. 

Senator Monroney. That is presuming, of course, we maintain a 
bilateral operation. That would not preclude negotiation and change 
of law which might be necessary for the purposes for which we were 
negotiating. We do not know these are basic economic limitations 
until we have explored them. 

Mr. Harvey. That is correct. 

Senator Monroney. I understand you are representing the Bureau 
of the Budget on the factual parts of the program. 

Mr. Harvey. Yes, sir. 

Senator Monroney. You may proceed. I wanted to identify that 
any limitation is subject to change (a) by the Congress, or () by the 
negotiators and recipient countries. 

Mr. Harvey. Since this is the largest single source of currencies and 
since the operation of this program is inherently complicated by the 
fact that it serves several purposes in areas of both domestic and for- 
eign policy, it probably will be useful to go in some detail into the 
workings of this program and the resulting limitations on the use of 
Public Law 480 sale proceeds. 

Under title I of Public Law 480, any commodity found by the 
Secretary of Agriculture to be in surplus may be sold for foreign cur- 
rencies, subject to the requirements of avoiding displacement of dollar 
sales and of taking precautions to guard against unduly disrupt- 
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ing world market prices. Section 104 of the law provides that 
currencies accruing under it may be used as follows: 

(a) To help develop markets for United States agricultural com- 
modies ; 

(6) To purchase strategic and critical materials for a supplemen- 
tal stockpile; 

(c) To procure military equipment, materials, facilities, and serv- 
ices for the common defense ; ; 

(d) For financing the purchase of goods or services for other 
friendly countries ; 

(e) For promoting economic development and trade among na- 
tions; (not more than 25 percent of the currencies received under 
each sales agreement is required, in the absence of compelling reasons 
to the contrary, to be set aside for loans through the Export-Import 
Bank to American private enterprise for business development and 
trade expansion and to American and foreign private enterprises 
for the establishment of facilities for aiding in the utilization, dis- 
tribution, or otherwise increasing the market for United States agri- 
cultural commodities or products thereof. Such loans must be mu- 
tually agreeable to the bank and the country whose currency is being 
used ; 

(f) To pay United States obligations abroad ; 

(g) For loans to promote multilateral trade and economic de- 
velopment ; 

(kh) For financing international educational exchange activities 
authorized by section 32 (b) (2) of the Surplus Property Act of 1944, 
as amended (including the establishment of special funds for this 
purpose ) ; 

(2) Not more than $5 million a year for financing the translation, 
publication, and distribution of books and periodicals abroad; and 

(j) For providing assistance to activities and projects authorized 
by section 203 of the United States Information and Educational Ex- 
change Act of 1948, as amended (American-sponsored schools and 
binational centers). 

Public Law 161, 84th Congress, provides that foreign currencies 
accruing under Public Law 480 may be used to obtain housing for 
military personnel abroad and that the appropriation for quarters 
allowances for military personnel may be ca to pay for the cur- 
rencies so used. 

Public Law 480 requires that at least 10 percent of the currencies 
accruing under the act and all grants of currencies to countries (other 
than those for military procurement) must be subject to section 1415. 

Senator Monroney. What does that refer to? 

Mr. Harvey. To the provision of law which requires foreign cur- 
rencies be used only as authorized in appropriation acts. 

Senator Monroney. It does not limit the amount, however ? 

Mr. Harvey. It does not limit the amount which may be author- 
ized by appropriation. 

Senator Monroney. In other words, or it is beyond the reach of 
Congress to modify the amounts of local currencies that are going 
to be used. The Appropriations Committee examines the request, 
but as far as the individual Member of Congress is concerned, there 
is no control of the purse strings as to the use of local currencies, 
except by changing the basic law. 
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Mr. Harvey. Yes, sir. That is true of most Public Law 480 pro- 
ceeds which may be used without regard to appropriations because 
of this exception in the law in which in effect the Congress delegated 
to the Executive the use of these foreign currencies is limited by the 
negotiations and sales agreements. The amounts of currencies so used 
are reported in the budget document and to the Appropriations Com- 
mittees in information tables accompanying the requests for dollar 
appropriations for related purposes. 

Senator Monroney. Congress, aside from the look-see that the 
Appropriations Committee takes, is not following the usual pro- 
cedures of appropriating United States dollars ? 

Mr. Harvey. That is correct. 

Senator Monroney. I am not asking you to comment, but I would 
like to say that I think this is an inadequate procedure and that it 
frustrates the Congress in its responsibility for control of the purse 
strings. We have practically no control over these amounts that may 
be spent by the Executive. It is very nearly a blank check. 

Mr. Harvey. If I might make a purely personal comment. Off 
the record. 

(Discussion off the record.) 

Mr. Harvey. Authority is provided, however, for the Director of 
the Bureau of the Budget to waive these requirements if their appli- 
cation is found to be inappropriate or inconsistent with the purposes 
of the act. Under present policy these requirements are waived only 
in very exceptional circumstances. 

Senator Monroney. Could I ask you there, does the Bureau of the 
Budget have any control? Do you consider when you are making 
up the budget for the Department of Defense how much you will 
allow them to spend in local currencies ? 

Mr. Harvey. Yes, sir. We attempt to go quite thoroughly into 
this question of the local currencies available to an agency for its 
purposes, and the relationship of that availability of local currencies 
to the amount of dollars it needs to carry out the same or similar 
purposes. 

Senator Monroney. So the Department of Defense would have not 
only a budget in dollars, but also a budget in local currencies which 
has been examined and approved by the Bureau of the Budget ? 

Mr. Harvey. Yes, sir. 

Further conditions and restrictions upon the use of Public Law 
480 currencies are provided in the sales agreements under which they 
accrue. The primary purposes of Public Law 480 are to dispose of 
surplus commodities and to accomplish foreign policy objectives. The 
obtaining of financial or other resources for United States use is not 
a major concern and any such result is usually a byproduct of the 
transaction. As a result, sales agreements usually provide that the 
major portion, 60 or 80 percent, of the sales proceeds are to be used 
for long-term loans, or In some cases grants, to the. country for fi- 
nancing economic development or military assistance. Other uses, 
so-called United States uses, are then usually lumped together in 
an “all other” category in the sales agreement. 

In some cases, however, the agreements themselves provide for fur- 
ther breakdowns among the legally authorized uses. While the details 
of the so-called United States uses usually are not specified in agree- 
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ments, agencies authorized to use Public Law 480 currencies for their 
programs may indicate at the time of formulation of proposed sales 
agreements their tentative desires as to the use of the United States 
uses portion of currencies. At the time of sales-agreement negotia- 
tion, a country may also be sounded out as to its reaction to such uses. 

Senator Monroney. In your previous paragraph you state : 

As a result, sales agreements usually provide that the major portion, 60 to 80 
percent, of the sales proceeds are to be used for long-term loans to the country 
for financing economic development. 

Would you explain, from the President’s report to Congress under 
the activities of Public Law 480, the column entitled “Loans to For- 
eign Governments,” under section 104 (g), which as of the date of 
December 31, 1957, is shown to be a figure of 54.6 percent / 

Mr. Harvey. Yes, sir. The statement in my written text here is not 

uite accurate and I attempted to correct it as I read it. The figure 
of 60 to 80 percent really applies to the total of country uses. Actually 
it comes out to an average of about 70 percent. 

Senator Monroney. Which would include the payment of United 
States military obligations? 

Mr. Harvey. Which would include military procurement under sec- 
tion 104 (c). It would include grants for economic development under 
section 104 (e), as well as the loans to governments under section 
104 (g). 

Senator Monroney. According to the table, we are using 10.9 per- 
cent for military procurement. Is that not correct ? 

Mr. Harvey. This amount of $249 million equivalent of local cur- 
rencies, the 10.9 percent referred to, has been or is being used for local] 
expenditures in those countries for the most part by those gov- 
ernments which are a supplement to the military budgets of those 
governments. 

Senator Monroney. This is not the part we use for the payroll of 
our troops ? 

Mr. Harvey. No, sir. 

Senator Monroney. Or for housing ? 

Mr. Harvey. No, sir; for housing and also the consumption by the 
Department of Defense for the payment of troops or for expenditures 
in the construction of American-owned bases. The way that is han- 
dled under section 104 (f), payment of United States obligations. 
The expenditures on those bases and for payrolls are included in the 
Department of Defense appropriations, and the foreign currencies 
used are purchased by the Depertahent of Defense from the Treasury. 
The dependent housing is not included in the current defense appro- 
priation, but is reimbursed eventually from the appropriations for 
quarters allowances of the personnel occupying the housing. So it 
would come out of those section 104 (f) funds. 

Senator Monroney. Is this not a drain on their economy which we 
replace only in local currencies, which add nothing to the wealth of 
the country. It is a withdrawal from the wealth of the country to 
that degree ? 7 

Mr. Harvey. That is correct. 

Senator Monroney. Thank you. Tables VI and VIII from the 
seventh semiannual report under Public Law 480 will be inserted in 
the record at this point. 
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(The tables referred to follow :) 


TABLE VI.—Procurement of military equipment, materials, facilities, and services 
for the common defense since beginning of program, under sec, 104 (Cc) 








Amount 
planned 
Country (thousand- | Description of project 
dollar 
} een 
| | 
ORT. .cnnnsnaitcns 20 | papemeniel financing of Inter-American Geodetic Survey mapping 
| projects. 
a 2,000 | No specific projects determined. 
tm tgagt we: 100 | Approximately $60,000 of this amount will be used to help finance 
, Inter-American Geodetic Survey mapping projects. 
China (Taiwan) ___._| 4,900 | Various projects Be eer pipelines, drydock pier, con- 
struction of ammunition ot and powder plant, and naval med- 
| ical research unit. 
Colombia_.____. 60 | To help finance Inter-American Geodetic Survey mapping projects, 
Bema Aed.4- 2.1.2 5, 900 | $2.5 million for procurement of a specified list of military items and 
services including food items, tires, batteries, and other equipment, 
Meese... 50% 66,100 | Most of these funds will be used for support of Korean military 
| budget. 
Pakistan......._. 79, 300 | These funds being used for procurement related to base construction 
| by U. S. Army engineers and for support of Pakistan defense 
budget. 
Peru. _-- othe 100 | To help finance Inter-American Geodetic Survey mapping projects, 
Philip ie 2,100 | No specific projects determined. 
Yugoslavia _ 88, 900 | $57.5 million to be used to reconstruct Adriatic Highway (known as 
| Jadranski Put). 
Teil 249, 480 i 








Source: 7th semiannual report on activities under Public Law 480, p. 11. 


TABLE VIII.—Tentative earmarking of local currency for military family hous- 
ing since beginning of program 


[Million dollars] 
Planned under 





Country agreements 
a a I i 8.9 
Nee ad a dueeiitibaaieuieacieseueimeriite alia al 7.0 
OER OE Fh a a a ee a ee LS 13. 0 
ae. dene bias se eet i ta a la a ee 24.8 
I ih aii cha caieitetnales abil aegis mea iRatida teil te SEER bbe bes 1.5 
i a eae it eer aT A SET OSE. el SRE eS" EIN 1.5 
ne a e — niee ae Aaa a a ees 16.0 
en Gn oe eee eo ee cee ee reek 33. 4 

I tai h TE onninteantn teal: bnineats imattaintteliiatelinn ttt ste sisted Aeidheaew 106. 1 


Source: 7th semiannual report on activities under Public Law 480, p. 11. 


Mr. Harvey. These indications by agencies are noted in the minutes 
of the Interagency Staff Committee on . Agri icultural Surplus Disposal 
which draws up the proposed sales agreement. These prospective 
agency plans do not constitute : a definite earmar king of funds, but they 
do receive consideration by the Bureau of the Budget in reviewing 
actual requests for allocation and apportionment of funds. 

Further determination of the specific ways in which the “country 
use” portion of these currencies will be used is made after each sales 
agreement is signed. Loan agreements do not usually specify these 
uses. Instead, the loan agreements are largely limited to terms of 
drawdowns, repayment, and interest. Individual program or project 
agreements with the foreign country spell out the detailed uses of the 
funds. All these conditions, restrictions, and authorizations in the 
sales agreement are considered necessary to complete a concessional 
“sale” or to accomplish foreign-policy objectives. 
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Through December 1957, 107 Public Law 480 sales agreements and 
supplements had been signed with 35 countries with a market value of 
$2,295 million. There were firm commitments in sales agreements or 
in allocations against $1,929 million equivalent of these currencies. 
Of the agreed sales proceeds, $1,770 million equivalent had been col- 
lected, and $485 million equivalent had been disbursed. <A total of 
$366 million equivalent remained free of formal definitive commit- 
ments in sales agreements or allocations. However, a substantial 
part of this is subjec t to informal understandings and program plans, 
and another substantial share falls within the 10 percent of sales pro- 
ceeds which must be used within available appropriations. 

Senator Monroney. How do we run a business based on informal 
understandings and program plans ¢ 

Mr. Harvey. That is an attempt in a brief sentence 

Senator Monroney. We have many, many millions of dollars in 
this and I wonder how much is committed in black and white. Ap- 
parently we have put everything but the kitchen sink into the agree- 
ments. Then we have these currencies under our control under 
planned allocations of various forms. I understand this as it affects 
the records of the funds. But now we come in with a lot of informal 
understandings and program plans that seem to be further strings on 
the utilization of Public Law 480 currencies. 

Mr. Harvey. Thiat may be an unfortunate phrase, Mr. Chairman. 

Senator Monroney. I am not criticizing the phrase. I am afraid it 
is all too true. 

Mr. Harvey. It is an attempt to refer very briefly to what in effect 
is a very complicated situation which comes in many different pieces 
which are in various stages of processing from the initial idea to 
the final completion. 

Senator Monroney. I thought all this was final completion of agree- 
ments and the goods had moved ? 

Mr. Harvey. The goods have moved, or are moving. That is cor- 
rect. But the decisions as to what will be done with the proceeds of 
those sales are not final in all cases. 

Senator Monroney. But we also have some rights too. 

Mr. Harvey. Oh, yes. 

Senator Monroney. In other words, we are not committing every- 
thing to an agreement that the recipients of these agricultur: al com- 
modities can tell us exactly down to the last penny what we can do 
with them ? 

Mr. Harvey. These program plans referred to are American agency 
program plans which have not received final approval. 

Senator Monroney. Oh, I see. This is downtown. 

Mr. Harvey. Yes. 

Senator Monroney. There is no telling how far this downtown 
planning might go. There is a danger that nothing at all will be 
available for international use when the various agencies get through. 
They have a glint in their eyes and do not want to come ‘to C ongress 
to get money appropriated. 

Mr. Harvey. What this refers to is a sales agreement is negotiated, 
and at the time of negotiation the Department of Agriculture indi- 
cates they would like to have, let us say, $500,000 w orth of those local 
currencies for a market development program in that country. This 
is just a rough-cut figure. 
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Senator Monronery. This money does not have to pass a cold, hard 
test before an Appropriations Committee to the same degree that it 
would if it were in dollars. 

Mr. Harvey. This is correct. There are specific uses which are 
authorized by the Congress in addition to appropriations, all of which 
are reported to the Congress. 

But what I am trying to say in this sentence is that the Department 
of Agriculture may be now in the process of developing plans for the 
use of this money which they think they have a toehold on, but they 
have not those plans sufficiently firm to go to the Bureau of the Budget 
as yet and ask for a definitive allocation. 

In the Bureau we try to give the requests for local currency the 

same kind of scrutiny that we do the requests for dollars. Certainly 

it is clear that the Congress can deny the other uses and provide that 
these currencies be used for the purposes you have in mind. I have 
simply wanted to point out here that there might be in some agencies 
some resistance to this in certain cases. 

Senator Monroney. I am sure that there will be resistance to nearly 
anything you take away from some of the agencies. 

Mr. Harvey. The following table gives a breakdown of this picture, 
showing agreed sales for each country, definite commitments against 
the proc eeds of those sales, and the uncommitted remainder, a large 
part of which could be made “available” for purposes of this resolu- 
tion only with difficulty, and the sacrifice of other United States 
objectives. 

(The table referred to is as follows:) 
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Status of program commitments against proceeds of Public Law 480 sales 


Group I 


Austria 

France 

Germany 

Italy 

Japan 
Netherlands 
United Kingdom 


Group II 


Bolivia 
Burma 
China (Taiwan) 
Greece 
Iceland 
India 
Indonesia 
Iran 

Israel 
Korea 
Pakistan_ 
Philippines 
Spain _- 
Thailand 
Turkey 
Yugoslavia 


Group IIT-. 


Argentina_- 
Brazil... 
Chile__.-- 
Colombia - - 
Ecuador 
Egypt---- 
Finland__ 
Mexico... 
Paraguay - - - - 
Peru. 
Poland 
Portugal - - . 


Total 


agreements through Dec, 31, 1957 


{Expressed in millions of dollar equivalent] 


Commitments 


Agreed sales | Unallocated 
Country United States 
assistance uses 
364. 4 258. 7 76.4 29. 3 
43. 2 26. 3 9.9 7.0 
4.6 6 1.3 2.7 
1.2 1.1 1 
128. 1 &S8. 0 26. 9 13. 2 
151.4 108, @ 36. 7 8 
3 3 

35, ¢ 34.9 2 , 
1, 477. 0 1, 092. 2 158. 6 226, 2 
6.8 5. 4 l 1.3 
22.7 18.1 2.0 2. 6 
9.8 1.9 4.7 2 
66. 3 17.8 11.3 7.2 
2.8 s 6 
360. 1 288. 1 18. 1 53.9 
98. 7 77.4 2.9 18. 4 
2.9 8.4 3. ( 9 
87.3 66. 5 14 19.4 
82.3 #5.8 14.6 1.9 
186. 1 150. 1 4.4 31. 
10.3 7.3 3.0 
184. 3 114.3 41.4 28. f 
4.6 2. 1 1.7 8 
111.6 4.5 51.4 3.7 
23), 4 177.3 1.0 52. 1 
453. 4 281.4 61.6 110.3 
31.1 20.0 10.7 .4 
179. 9 151.2 2.4 16, 2 
40.2 31.8 3.7 4.7 
29. 2 22. 2 5.6 1.4 
8.1 6.3 1.4 .4 
19. 5 13. 6 4.2 ae 
27.2 (*) 15. 4 111.8 
28.2 20.7 7.5 
3.0 2.3 5 2 
14.4 9.9 3.3 1.2 
65. 4 2.6 62.8 
7.2 3.4 1.8 2.0 
2, 294. 8 1, 632.3 296. 6 365. 8 


1 In February, a substantial share of these funds was committed to an economic development loan. 
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Mr. Harvey. Location. 

In order more fully to evaluate the usefulness of foreign currencies 
for purposes of this resolution, it is necessary to examine one additional 
aspect. ‘This is their distribution among different countries. For this 
purpose, the countries with which Public Law 480 agreements have 
been signed have been divided in the above table into three categories: 

1. Industrialized countries, from which exports of capital goods 
might be obtained in quantity. You will note that sales agreements 
for $364 million have been signed with that group of countries, of 
which the equivalent of $29 million now remains uncommitted. 

Senator Monroney. That is past commitments / 

Mr. Harvey. Yes. 

Senator Monroney. We have had testimony from the Department 
of Agriculture that they expect to continue it and Congress is today 
— $1.5 billion. 

ARVEY. Yes. 

aoa Monroney. All of those will be subject to new negotiations, 
of course. 

Mr. Harvey. Yes. 

Senator Monroney. And with some idealism it could be possible 
that more of our agricultural surpluses could be channeled into the 
industrialized areas if they felt there was some good use to be put 
to the counterpart that they would generate. 

Mr. Harvey. That is quite correct, sir. I believe Mr. Paarlberg 
pointed out that we have had-some difficulty in moving substantial 
quantities of surplus agricultural commodities into these areas without 
displacing what could be expected to be dollar sales. 

Senator Monroney. We could generate guilders, kroner, lire, 
pounds, francs, and other good currencies from the sale of agricul- 
tural surplus. If the countries paying these currencies find them- 
selves in overproduction of industrial goods, they might like an op- 
portunity to join an international effort to revive world trade and 
public consciousness of responsibility of those who have been helped 
by others. They might be willing to acquire more of our tobacco, 
or more of our cotton, or more of our wheat, and use a part of their 
surplus capacity to help areas where there would otherwise be prac- 
tically no trade at all. 

In other words, production from idle machines and production from 
idle men, even though done in counterpart, could help an area that 
otherwise would have no purchasing power. This might be attractive 
enough to them to seek arrangements in the industrial areas. Would 
that not be true ? 

Mr. Harvey. We have been able to work out some agreements of this 
nature, particularly with Japan and Italy. 

Senator Monroney. If there were a multilateral use of these curren- 
cies they would go into many markets. The vault of the International 
Development Association would be full of many currencies, and they 
would not be stationary if the World Bank Directors were handling 
it—they would have access to releases of their various currencies for 
the purchase of their products for idle machines or idle men. 

Mr. Harvey. Yes. 

2. Countries receiving United States defense support, economic 
development or special assistance: You will note the bulk of the sales 
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have been to this group, coming to a total of $1,477 million, and also 
the largest part of the uncommitted proceeds is also to be found in this 
oup of countries to the equivalent of $226 million. 

The third grou countries is all other countries with which sales 
agreements have a signed. Most of them are in Latin America. 
There are also Finland, Egypt, Poland, and Portugal. 

It will be noted that virtually all of the countries in the second 
and third categories are underdeveloped and would expect to be bor- 
rowers from the International Development Association. It will also 
be noted that the great bulk of Public Law 480 sales and especially 
of uncommitted sales proceeds are to be found in these same countries. 
Much the same pattern holds true of all United States foreign cur- 
rency holdings. 

From this, it can be readily seen that the great bulk of United 
States-ow ned foreign currencies are simply claims on the countries 
which would be the recipients of financial assistance from the Inter- 
national Development Association, and are already largely committed 
to development financing in those countries. Only a small fraction 
of the uncommitted Public Law 480 currencies are in the industrial 
countries and advanced program plans exist for the use of most of 
that fraction. It is sometimes possible to use local currency funds 
to finance the transfers of resources from one underdeveloped coun- 
try to another and this has, in fact, already been done in a few in- 
stances. However, arrangements of this kind can never be completed, 
even using the share of sales proceeds reserved for United States 
uses, without the full knowledge and consent of the Government of 
the exporting country and cannot be accomplished on a large scale 
without straining the economy of that country. As pointed out by 
previous witnesses, the availability of an investment fund within 
a country may be useful in channeling a country’s resources to con- 
structive ends. However, it cannot add to the total of those resources. 

Senator Monroney. Thank you very much indeed. 

I should like to go back to the figures of $30 million for Marshall 
plan free funds and $309 million for MSA section 402 funds. 

I have tried to take your first table and deduct the part that would 
be classified under that, and I still cannot make it balance. 

Mr. Harvey. According to this table the United States 10 percent 
share of counterpart came to $22.6 million on hand at the end of De- 
cember. I believe the $309 million figure Mr. Coughran gave you 
referred to the balance on hand of the proceeds of sales under section 
402 on June 30, 1957. 

Senator Monronry. That is an old part or a predecessor part of 
Public Law 480, was it not ? 

Mr. Harvey. No, sir. That is the limitation in the Mutual Security 
Act which provides that $175 million of the funds available for the 
mutual security program must be used to export surplus agricultural 
commodities, within the mutual security program. Those are the 
funds which | refer to in here. The goods that move are purchased 
from the CCC or on the open market with mutual security dollars. 
They are sold to the country for local currencies, which may be used 
for the same purposes as the dollars which purchased the commodi- 
ties. So, in effect, they are used for— 

Senator Monronry. You mean for mutual defense ’ 
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Mr. Harvey. Or economic development, depending on which part 
of the mutual security program the dollars came from. 

Senator Monroney. Do you have any figures ? 

Mr. Harvey. The figure I have which corresponds to the $309 mil- 
lion is the second line on this table in the first page of my statement, 
$343.4 million equivalent. (See p. 216.) 

Senator Monroney. These funds are fairly large in the industrial- 
ized countries, are they not ? 

Mr. Harvey. Yes, sir. They are. 

Senator Monroney. Can you supply information as to the location 
of the funds? I am sure you do not have that information with you. 

Mr. Harvey. Idonot. (Seep. 232.) 

Senator Monroney. To what does the $77,600,000 refer? (See p. 
216. 

r. Harvey. That is the sum of the items that appear below it. 

Senator Monroney. That shows the 10 percent mutual-security 
counterpart is $22.6 million ? 

Mr. Riiewr. Yes. 

Senator Monroney. That is absolutely free for United States uses, 
is it not? 

Mr. Harvey. Yes, within appropriations. 

Senator Monroney. Could it be committed any way we choose, or 
does it have to be spent in the country for United States diplomatic 
jobs and traveling Congressmen, and various other things? 

Mr. Harvey. It has to be used within annual appropriation au- 
thorizations, except where there is a specific exemption from that, 
as, for example, travel of congressional committees. 

Senator Monroney. Much of that is for Western European coun- 
tries.as well. 

Mr. Harvey. The flow of receipts under that now is in the countries 
which are receiving economic assistance. I believe the ICA could 
give you better information on that. 

Senator Monroney. That is not a residue from the old Marshall 
plan ? 

Mr. Harvey. No. 

Senator Monroney. Do you have a breakdown on the funds from 
the old Marshall plan? 

Mr. Harvey. That is long since gone—long since consumed. 

Senator Monrongy. That is what I have been told repeatedly but 
I still note whenever you land on an airport abroad somebody is trying 
to shove some counterpart at you, so it cannot be all gone. 

Mr. Harvey. I believe the embassies and missions abroad attempt 
to provide a service for distinguished visitors, to make it possible for 
them to travel in comfort. 

Senator Monroney. I think we should be willing to have it appro- 
priated to the Congress and accounted for by the recipient as a part 
of their travel expenses. I certainly do not approve of someone hand- 
ing me a roll of bills when I land at an airport and not having to 
account to any one. It seems almost like a gratuity the way it is 
done and I for one do not like it and have not accepted any of that. 
Anything I have used on any committees I have been connected with 
has been given to the committee and accounted for in its expenditures. 

Mr. Harvey. The local currency, as I understand it, used for that 
purpose, is in accordance with a rider put on one of the Mutual Se- 
curity Acts. I do not have the precise reference with me, but it 
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authorizes the use of any foreign currency held by the Treasury, in 
this matter. For the most part the currencies which are used come 
out, of Treasury sales accounts and would be used otherwise for a 
dollar savings purpose. 

Senator Monroney. What is surplus property? Is that the residue 
left over from the war-assets sales ? 

Mr. Harvey. Yes. 

Senator Monroney. Does that have strings on it ? 

Mr. Harvey. I believe a good deal of it is now being used to finance 
the local currency part of the regular Fulbright educational exchange 
program. 

Senator Monroney. The contributions to military assistance I can 
understand. “Information media guaranty.” What is that? 

Mr. Harvey. That is a program of the United States Information 
Agency under which American publishers selling prtiodionts or books 
in foreign countries, which do not have convertible currencies, may 
turn over the proceeds of those sales to the United States and receive 
dollars in return. 

The local currencies then go for the most part going into the Treas- 
ury sales accounts and get consumed by the Government in the 
normal course of operations overseas 

Senator Monroney. You take a loss on it. We have an abundance 
of Public Law 480 and other currencies we can use. 

Mr. Harvey. In most countries the situation still remains that the 
local expenditures of American operations are greater than the supply 
to the Treasury of foreign currencies which are available for al 
purposes. 

Senator Monroney. This $6,700,000 consists largely of the cur- 
rencies from the industrialized countries, does it not ? 

Mr. Harvey. Actually, the bulk of that particular amount is in one 
country. It happens to be in Israel because of the nature of the 
agreement which had been made with Israel for that program. 

Senator Monroney. Very little available from that at this time. 
The interest, $1,900,000. Is that free? 

Mr. Harvey. Yes, sir. It is free of foreign strings. It has on it the 
basic string of being available only when appropriated. 

Senator Monroney. The miscellaneous $5 700,000 is next. May I 
ask first on the interest, is that from western European countries, or 
where ? 

Mr. Harvey. It is scattered throughout the world. I do not have 
ony geographic breakdown on it. This is wherever the Treasury is 
holding substantial currency balances, it attempts to put them out on 
time deposit and earn interest on these deposits. 

Senator Monroney. Is that true on the Public Law 480 deposits? 

Mr. Harvey. Also on the 480 deposits. 

Senator Monroney. Is that left in the bank in the local countries? 

Mr. Harvey. In some cases it is possible to earn interest with it. Not 
in all cases. 

Senator Monroney. The miscellaneous $2,700,000—that seems to be 
a pretty active account. You have had income of $23,200,000 in 1957 
and for the first half of fiscal 1958 you had $10,600,000. That is $33,- 
800,000 and the balance is down to $2,700,000. What is that for and 
where does it go ? 
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Mr. Harvey. The flow comes from a number of sources, including 


fees for services including consular fees; sale of commodities or sery- 
ices within the mutual-security program which happens occasionally; 
and the major single item is the sale of agricultural commodities by 
the Commodity Credit Corporation under its basic charter act author- 
ity, and not under Public Law 480. It has authority to do this. How- 
ever, the foreign currencies it receives for such sales are turned over 
to the Treasury and are available for use within appropriations. 

Senator Monronry. Would you say it comes principally from in- 
dustrial countries, or wdisedwedaopie countries ¢ 

Mr. Harvey. I am not familiar with that but I can find out. 

Senator Monroney. I am going to ask you at the conclusion if you 
will give us a breakdown of this latter group of currencies to which 
the $343,400,000 applies, and where it is from. 

Mr. Harvey. Yes, sir. 

(The information referred to follows :) 


Foreign currency balances on hand Dec. 31, 1957, from sale of agricultural 
commodities under secs. 502 and 402, Mutual Security Act 


{In thousands of dollars equivalent] 


Group I: Group II—Continued 

i BES ea oe ees 8, 140 Bee De i 24, 591 

DeRO RR is cemtnnsnune 1, 405 Meret, sitar, J sin cca) __ 17, 486 

cai Eire nin 2, 399 I ith cine elatmeniie 5. 159 

I cx:caten-cetlttin ines east 25, 736 aan cnn earl niet 11, 757 

tre ae wet te ners Rb aren 28, 337 REE cence mina, | ae 

POMGR MOLE TS 2k att 9, 517 GOR STL RS se Ci oe . 26, 489 

Netherlands____....---.- 3, 216 Pee eck... 17, 881 

ae 2, 275 UB OMRR VIR oon ns se nase 55, 940 

United Kingdom_____.-_- 41, 212 — 

a ca ae 218, 648 

TOO BL a LLL 122, 217 —_—_—_ 

Group II: Group III: 

PIC RDA ID gece cretion 1,172 | ae wh tok plans — hee 2, 478 

I i on ence 2, 700 I Lt Ea 135 

cae liege lent ep 6 ———_ 

RI lie 6 ohne emserte meee anee 2, 008 Total seh ool: 2, 618 

nent 36 sae ce 19, 933 —=——_= 

BE ash cat witeti re bade 13, 176 Grand total__.-__- _.... 348, 478 
CERRO 5 snacs tetapetmtn 2, 387 


See report, p. 253. 


Set forth below is a breakdown of Mutual Security section 402 funds. The 
material prepared by the ICA for presentation to the Foreign Relations Com- 
mittee in connection with the administration’s request for renewal of the Mutual 
Security Act contains detailed information with regard to deposits, obligations, 
and uncommitted balances of these foreign currencies for fiscal years 1957, 1958, 
and 1959. This information does not relate directly to the figures shown in the 
attached table which give balances on hand as of December 31, 1957, but may 
be useful in gaining an appreciation of the flow of collections and commitments 
in connection with this source of foreign currency. The following summary 
table is taken from the ICA presentation book : 
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Availability of sec, 402 surplus agricultural commodity sales proceeds 
{In millions of dollars equivalent] 
JUNE 30, 1957 


~ * 7 
Obligated | Uncommit- 








Unexpended | 
balance ted 
a lengsabcens soabeseiieaelinaaiegt sole Fees tenet disci epeiigaiiammininaines 
| 
Group I countries 125. 2 53. 5 | 71.7 
Group II countries 179.8 | 38.3 | 141.6 
Group III countries-_-_- bose -wnseebal 4.4 | 1.8 | 2. 6 


| 


FISCAL YEAR 1958 (ESTIMATED) 





| New collec- | New obliga- 


Uncommit- 
tions tions ted 

















Group I countries. -__- ; ee — 30.5 81.3 11.0 
Group II countries Sr a | 261. 2 248. 2 154.5 
Group III countries : 38.9 21.0 39.6 
beer’ fue ibe. eh pe ent OF PS 1s ee eee ee 
FISCAL YEAR 1959 (ESTIMATED) 

casita niapapeiintall EN & cuiiisaguisilinaneithinad sill abled 
Group I countries... ____.- , pias sd 32.8 QO b eT 
Group II countries___- ru% 149.8 211.7 92.6 
Group III countries 9 19.4 | 20. 5 








Senator Monroney. But I would like to have you advise us from 
which countries the income was derived for fiscal year 1957. 

Mr. Harvey. I believe the entire balance there is the proceeds of 
CCC sales of surplus, and the flow of the other miscellaneous sources 
included there are as a routine matter consumed virtually immediately 
in the course of Government operations. 

(The following was received with reference to the above :) 


The following table shows the distribution by countries of the Treasury’s 
balances of foreign currencies derived from sources other than the sale of 
surplus agricultural commodities. This table is based on statement 2 of ‘the 
Treasury’s Report on Foreign Currencies in Custody of the Treasury Depart- 
ment of December 31, 1957, (see p. 258) the detailed data in that report having 
been grouped into the same categories of foreign currency sources used in the 
table on page 2 of my prepared statement. The countries on both this and the 
section 402 table have been grouped in the same manner as in the table on pages 
7 and 8 of my prepared statement. Foreign currencies from virtually all the 
sources indicated in this table are usable only within appropriations, are trans- 
ferred to Treasury sales accounts, and are rapidly consumed in the normal 
course of Government overseas operations. Remaining balances are in almost 
all cases either restricted by agreement with the country concerned as to the use 
to which the currency may be put or are found in countries such as Israel or 
Yugoslavia, where the United States has more foreign currencies from all 
sources available to the Treasury than can be rapidly consumed in the normal 
course of agency’s operations. 
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Foreign currencies received from sources other than sale of surplus agricultural 






































commodities—Dec. 31, 1957, balances in Treasury accounts, by country 
{In thousands of dollars equivalent} 
l l i 
Military 
10 per- Sur- | Informa-| assist- Mis- 
cent | plus tion | ance pro-| Inter- | Forces | cel- 
| counter- | prop- media | gram, | est | in lane- | Trusts | Total 
part | erty | guaranty adminis- | | Japan | ous 
trative | 
| expense | | 
a 4. a a ps Ld teeae mo i. 
| ee | 
GROUP I | | 
| } | 
Australia - | | | | 
Austria -.___- ee Fes | an ee eee pee 
Belgium -- 588 1 589 
Denmark. __-- | 95 .| i 95 
is dnt dm ways 150 | 277 | | | 427 
Germany --- | | 5, 649 | 2, 219 2 | 30, 587 |38, 457 
Italy... -- 500 | | | 500 
Japan... 1, 102 | | 1,102 
Netherlands. --- | 79 | | 93 | | 172 
New Zealand - - - | | 
Norway - - 154 | 112 | 266 
Switzerland____- © | | | 
United Kingdom. - --. 27 } 146 249 | | 422 
Total... 2k 150 | 6, 409 | 4, 632 25H 
GROUP I | 
Afghanistan - - | | 1, 200 | | 1,200 
Bolivia _--..- ines 30 30 
Burma._-..----- 37 | |. j | | | 37 
Cambodia - --_-. 25 , 74 1 | 100 
Copies. i826 | a : 
GOs 5 oss ---~ 284 47 | ‘ 331 
Ethiopia-._. i 84 | 84 
Greece... ..- -- | 2) |... 2 
Guatemala-.-_- oo | 
Haiti___-___-- |. 
Iceland - - . | ot 
India_-- 256 256 
Indonesia__. 18 | } 211 | 6 | | 235 
Rs. +25. 16 | 16 
A cetia ell |. fi 163 | 163 
Israel..______- "5, 190 1, 081 | 6, 271 
Jordan... ....- Jide | | d 
BOGh.-8) 25645083554 1, 472 |. |. | 1,472 
ie ec 1 | ai ‘ | = 1 
Pakistan -.- p | 3, 290 | 593 612 | 4 621 | 5, 120 
Philippines... __- 15 | 208 112 | | | 335 
Spain.._...... a | 7,114 23 | , 237 | 7,374 
Thailand. -_._.. | | 2 378 378 
Turkey. -..__- a 254 154 408 
Vietnam.........-...-.-| 19 393 | 412 
Yugoslavia _._- 9, 935 | 2 , 32 | 853 | 10, 822 
| 22, 447 | 6, 447 1,822 | 1,627 | | 2,704 135, 047 
_—_= (ees | SS ——— | == 22) s= == =| = =) 
GROUP Il | } | 
Argentina 
Beadihess ;- wcshous | a 33 | 40 | ti |. 73 
Chile... __. ere oie |-- 210 
Colombia 5 | 5 
Cuba. ___- | | ; 
Dominican Republic. | 20 | 20 
Ecuador. - Secine 
Egypt-- 
Finland | 2 | | 2 
Honduras 18 | 18 
Hong Kong : 
Hungary 7 | | 7 
Malay 
Malta 
Nicaragua. --_. 29 29 
Paraguay- 
Peru 
Poland __ - 
Portugal. 114 1t4 
Total. 9 210 219 | 40 478 
Grand total 22, 597 6, 418 6, 657 6, 673 1,917 2, 706 | 30,587 |77, 555 
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Senator Monroney. Additional tables, with respect to foreign cur- 
rencies in the custody of the Treasury Department, will go into the 
appendix tothe record. (See appendix, p. 253.) 

he trust account figure seems to be a large one—$30,600,000. 

Mr. Harvey. That is an item in Germany. It is a fund for reim- 
bursements of some nature to prisoners of war in Germany. 

Senator Monroney. Would you amplify that if you can ¢ 

Mr. Harvey. Yes, sir. 

Senator Monroney. Because that would be perhaps not available for 
other uses. 

Mr. Harvey. I believe it would not be. 

(The following was received with reference to the above :) 





FOREIGN CURRENCY TRUST ACCOUNTS 


There are two types of foreign currency trust accounts of substantial impor- 
tance. One which accounts for the entire $30.6 million balance shown in the table 
is a deutschemark fund held in Germany for payment of claims made by former 
German prisoners of war. This fund is not available for other uses. 

The second type of trust account consists of local government contributions 
toward the cost of technical-assistance projects being carried out jointly by the 
ICA and aid-recipient governments. This source accounts for virtually the entire 
$9.1 million equivalent of trust collections in fiscal 1957. These funds are treated 
as the property of the contributing government and are transferred by the Treas- 
ury to the ICA for disbursement on the agreed projects. They are not available 
for other purposes. Information on the balances held by the ICA on December 
31, 1957, is not available but on June 30, the ICA held the equivalent of $2.1 
million in technical assistance trust accounts in 19 countries, mostly in the 
Near East and Far East. 

Senator Monronery. Anyway, if you would amplify those things I 
have asked you to, particularly with the sources of income from the 
more industrialized countries, it would be very helpful, I think, in 
consideration of the matter which we have before us. 

Mr. Harvey. Yes, sir. I see here now that the $30 million is a 
deposit under an agreement with Germany for payment of claims made 
by former German prisoners of war. 

Here again we have a confusion because there are different. items 
that have been grouped together. I believe the collections come from 
arrangements under the technical-cooperation program with a number 
of countries, whereby their contribution toward a joint cost project 
comes 1n to a trust account. 

Senator Monronry. Thank you very much for your courtesy. You 
are well informed on what seems to me to be the Chinese puzzle of the 
responsibility for these local currencies. This is the most adequate 
explanation anybody has been able to give me of the position of these 
funds. 

Mr. Harvey. Thank you, Mr. Chairman. If there is anything fur- 
ther we can do to try to give you some more information we will be 
happy to try. 

Senator Monroney. If you could find out for us the residual 
amounts of the old Marshall plan—the 90 or 95 percent left in these 
countries for their own development, subject to our approval of the 
project—and find out the unexpended balances and the commitments 
against them, it would be very helpful. 

_Mr. Harvey. I understand Mr. Murphy of International Coopera- 
tion Administration will cover it. 

23579 O—58——16 
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Senator Monroney. Thank you very much. I appreciate your very 
helpful testimony. 

Our next witness is Mr. John Murphy, Controller of the Interna- 
tional Cooperation Administration. Mr Murphy, we are very glad 
to have you here. I understand you have no prepared statement. Is 
that right ? 


STATEMENT OF JOHN MURPHY, CONTROLLER, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Murpuy. That is correct, Mr. Chairman. I came to try to 
answer any eminem which the committee may have. 

Senator Monroney. You perhaps heard my last question to Mr, 
Harvey. We have been seeking to determine the amounts of Marshall- 
plan counterpart funds remaining unspent in the hands of the re- 
cipient countries. We are unable, as near as the State Department 
has been able to advise me, to determine what the actual position of 
this account is. 

While it belongs in the local countries, we are thinking of possible 
use of these sums as a source of their contribution in their local cur- 
rencies. 

Mr. Murrny. Yes, Mr. Chairman. I do not have the figure at the 
moment showing a total for Marshall-plan countries. I have a figure 
for Europe if that will help you. 

Senator Monronry. Yes. We are talking about more or less the 
industrialized nations and that is why I am trying to determine if 
there are residual funds under their control subject to our approval 
for investment. 

Mr. Murrny. The cash balance, Mr. Chairman, at the end of Decem- 
ber 1957 in Europe of the 90 percent counterpart accounts, was $263,- 
991,000, equivalent. This was distributed as follows: Austria, $48,- 
472,000, equivalent. These figures are all in dollar equivalents. 

Senator Monroney. Why not round them out. 

Mr. Mourpny. All right. Belgium-Luxembourg, $400,000; Den- 
mark, $50,000; France, $13 million; Germany, $9,800,00; Iceland, 
$11,800,000; Ireland, $10 million; Italy, $87 million; Netherlands, $4 
million ; Norway, $1 million; Portugal, $666,000; Spain, $25 million; 
the United Kingdom, $1 million; and Yugoslavia, $50 million. 

Senator Monroney. Thisis in 90 percent residual ? 

Mr. Mureny. That is correct. 

Senator Monroney. That isthe total balance unspent ? 

Mr. Murpny. Yes. 

Senator Monronry. You have no way of knowing what has been 
committed against that ? 

Mr. Murpny. Yes, I do. I could give you that by individual 
country. 

Senator Monroney. Give me the total figure, if you can. 

Mr. Mourrny. I do not have it in totals. 

Senator Monroney. All right. Go ahead. This will be the total 
amount against which no claims or planning has yet been done. 

Mr. Murrny. That is correct. In Austria, out of the $48 million, 
$4,279,000 was programed but not yet withdrawn. 
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Senator Monroney. In other words, so we can get it straight, the 
last figure you are giving us is all they have programed against the 
$48 million set up for it? 

Mr. Morpny. That is correct. 

The Belgium-Luxembourg figure I gave you was $400,000, none 
of which is programed. For Iceland the figure I gave you was 
$11,800,000, none of which is programed. In Ireland, $10 million; 
$1.5 million is programed. In Denmark, $57,000 was the figure, all 
of which was programed. 

France, $13 million, of which $5,069,000 is programed. Germany, 
$9,800,000, of which $3,667,000 was programed. Italy, $87 million, 
of which $86 million is programed. 

The Netherlands, $4 million, of which $2 million is programed. 
Norway, $1 million, of which $172,000 is programed. Portugal, 
$600,000, of which none is programed. Spain, $25 million, of which 
$714,000 is programed. 

The United Kingdom, $1 million, of which $549,000 is programed. 

Senator Monroney. Was not most of the counterpart generated in 
England loaned back to them for the strengthening of the pound 
sterling? It was not used for public works there as in the other 
countries ¢ 

Mr. Murpuy. I have a breakdown of the country-by-country with- 
drawals in counterpart here, Mr. Chairman. 

Senator Monronrey. There was a terrific amount of counterpart 
generated in England. 

Mr. Murpuy. That is correct. This does not show the cumulative. 
This report I am working from, Mr. Chairman, does not have the 
cumulative, but I will be glad to supply for the record a cumulative 
statement of all the counterpart generated in the United Kingdom. 

Senator Monroney. In dollars? 

Mr. Murpny. In dollar equivalent, and the purpose for which it was 
used. 

Senator Monronry. That will be fine. If it can be broken down 
into public works and things of that kind, or currency stabilization, 
I believe it will show that the latter was the principal use. 

Mr. Mureny. That is my recollection. There was a substantial 
amount used for that purpose. 

Senator Monroney. You are going to do that for all countries, I 
understand. 

Mr. Murpny. Yes, sir. I would do it for all countries. 

Senator Monroney. We are in no hurry about it, but we would like 
to have it. It can be practically at your convenience but we would 
like to print these hearings during the Easter recess if we can. 

Mr. Murruy. I am sure we can do it at that. 

Senator Monroney. All of the basic material is there and it is 
merely a matter of rearranging it. 

Mr. Murruy. This report happens to show just the 6 months’ 
atte but I know we do have cumulative data and I can supply it. 

‘ugoslavia, which was the last country, $50 million, of which none 
is programed. 

(The information referred to follows :) 
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Latin America—Status of counterpart funds cumulative through Dec. 31, 1957 


anemia of dollar equivalents} 


_ a a ee = 
































| is 
| Total Bolivia | Guatemala} Haiti Peru 
dali — ee . A. Ba biel | oe = — } as 
| 
Total deposits. _. a _$21. 0 | 1 $16.2 | $1.3 | $0.3 | 2 $3.2 
Total withdrawals... ................-.-.--| 19.6 | 15.6 | 11 ssteeiaed 2.9 
Transfers to United States account_. 1] 41 fet i ses AS it len iis 
Withdrawals for country use 19. 5 | 15.5 My Ri deekt-Uaaselel 2.9 
Cash balance as of Dec. 31, 1957_- 1.4 | 6 | 2 3 3 
Total approved for withdrawal and not | | | 
withdrawn... ; ei ‘Ddbnassuce ci ettaae 
PURPOSE OF COUNTRY WITHDRAWALS 7 ho 
Ditcensn-Gebenmestisee awd 19. 5 | 15.5 | 1.2 eal 2.9 
} Pee Fore al hneesnsseaneaapcoenunnamaaliciiieaiiaiiaa 
Agriculture and natural resources._- 3. 6 | 3.5 | al 
Industry and mining__.............--.--} 2.4 2.4 | 7 
Transportation 2.5 | 1.5 | I an a eS 
Labor. .5 | 5 my 
Health and sanitation | 1.3 | 1.3 |. } coed bdetla dete 
Education... __- | 3.8 3.8 |------------ baw anne Dy édevodene 
Public administration 8 | sy, wate Pace FS Sianeli 
Community development and housing - -| (3) | (3) | |. ; 
General and miscellaneous. ; 4.6 1.7 il 2.9 


1 Includes sales proceeds under title II of Public Law 480 and the special stabilization program. 
2 Represents sales proceeds under title II of Public Law 480. 
3 Less than the equivalent of $50,000. 


Source: International Cooperation Administration, Office of Statistics and Reports, Apr. 4, 1958. 


Senator Monroney. Are there any funds that you control in ICA 
that bring in interest or other revenue that we have overlooked ? 

Mr. Murrny. If you mean cumulative, Mr. Chairman, I don’t know 
of anything else. Mr. Bartlett covered everything that the United 
States as a whole has, and furnished all except the country-owned 
currency which we were discussing just now. I believe you have com- 
plete coverage. 

Senator Monroney. We believe we have complete coverage of the 
Public Law 480 program except as to the details of all the various 
agreements, and things of that kind. Do the members of the staff 
have any suggestions / 

Senator Monroney. Thank you very much for your help in trying 
to unravel this rather confusing array of currencies. We desire, or 
at least the chairman does and I think the other members of the com- 
mittee do, to try to get a complete picture of the availabilities of the 
local currencies. Maybe by scraping the bottom of the barrel and 
getting in all the pigeonholes we might find currencies which, by 
hegotiation, other countries might be willing to contribute to inter- 
national economic development. 

If we can ever pull together information on all of these funds, I think 
we will have a much clearer picture and I think we will find that 
there are considerable other funds in the industrial areas of the world 
which can be used to supplement the Public Law 480 funds. 

Thank you very much for your courtesy. 

Also, we want. to thank Mr. Nelson of Tre: asury who has been kind 
enough to stand by to help us on the local currencies problem. You 
heard most of the t testimony, Mr. Nelson. Do you have anything to 
add or correct ? 

Mr. Nexson. I do not believe so. If Mr. Hale or any of your staff 
want any help with the tables we have given you, we can try. 








242 INTERNATIONAL DEVELOPMENT ASSOCIATION 


Senator Monronry. You, as well as the experts of the Budget Bu- 
reau and Treasury Department have been very helpful to the com- 
mittee. 

Senator Monroney. The Senate is calling for the Members. The 
committee will stand in recess subject to the call of the chairman, 
probably after the Easter recess has been completed. Thank you for 
your attendance and for your interest in this problem. 

(Whereupon, at 4:55 p. m., the committee recessed subject to the 
call of the Chair.) 
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APPENDIX 


(Reference to the following will be found on p. 63.) 


TREASURY DEPARTMENT, 
Washington, March 19, 1958. 
Hon. A. S. MrkE MowRONEY, 
Chairman, Subcommittee on International Finance, 
Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


DEAR SENATOR MONRONEY: During my appearance before your committee yes- 
terday you asked me to supply additional information relating to foreign cur- 
rencies generated by Public Law 480 and the Mutual Security Act. Attached 
are tables, as follows, which summarize the information on this subject avail- 
able to this Department: 

1. Table I—Summary of foreign currency availabilities under existing Public 
Law 480 agreements as of December 31, 1957. 

2. Table Il—Foreign currency availabilities under existing Public Law 480 
agreements as of December 31, 1957, by countries. 

8. Table I1I—Status of funds under agreements entered into pursuant to title 
I, Public Law 480—Summarized by program (with supporting schedules). 

4. Table IV—Cumulative transaction in Public Law 480 accounts through 
January 31, 1958. 

5. Report on foreign currencies in custody of the Treasury Department (for 
the period July 1, 1957, through December 31, 1957). 

6. Table V—Planned uses of Public Law 480 currencies as percentage of total 
currencies available under agreements signed through December 31, 1957. 

During the hearing a total of approximately $2.5 billion in foreign currencies 
held by the United States was mentioned. I believe that this figure may have 
been arrived at from reports setting forth the following figures, which sum- 
marize the overall foreign currency position of the United States: 


Millions 

(1) Total amount accruing under Public Law 480 (table I)-~---------- $2, 294 
(2) Balances acquired under mutual security program held on June 30, 

1957 : 

(a) Sales of commodities (Secs. 402 and 502)_________________ 309 

OO) TRU SOONG CRUCIINU NE NN a acceceictcecesqencceenedaicenncseacnenaeciacneinnsiai 30 

(3) Other balances held on June 30, 1967...............+............ 25 

I inant ins inn casa thal tell a ice cia acm eo 2, 658 


With regard to item (1), I would like to point out, however, that the undis- 
bursed amount of funds accruing under Public Law 480, as also shown in table 
I, was $1,767 million. If this amount appeared in item (1) instead of the $2,294 
million shown there, the total would be reduced from $2,658 million to $2,131 
million, which was also mentioned in the hearings. 

In the discussion regarding the use of foreign currencies accruing under Pub- 
lic Law 480, the question also arose as to how the Treasury Department arrived 
at the figure of approximately 70 percent for the use of foreign countries and 
30 percent for the use of the United States stated in Secretary Anderson’s testi- 
mony. Table V attached shows how these figures were computed. This table 
is based on appendix table XII (p. 40) contained in the seventh semiannual 
report of the President under Public Law 480 (H. Doc. No. 323, 85th Cong., 2d 
sess.) to which you refer. In brief, the country uses total 68.2 percent, which 
consists of (1) 10.9 percent for military procurement for mutual defense, (2) 
54.6 percent for loans, and 2.7 for grants, for economic development. 
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With respect to the terms of each agreement under Public Law 480, extensive 
information is set forth in the semiannual reports of the President, and the texts 
of the agreements are regularly published in the Treaty Series of the State 
Department. I believe that any additional information which you desire on 
this subject might best be obtained from the Departments of State and Agri- 
culture, which are primarily concerned with the negotiation of these agreements, 

I hope that this information satisfactorily covers the points raised with me 
during the hearings. 

Sincerely yours, 
(Signed) Tom B. CouGHRAN, 
Assistant Secretary. 


TABLE I.—Summary of foreign currency availabilities under existing Public Law 
480 agreements as of Dec. 31, 1957 


[Converted into nominal dollar aunts and stated in millions] 

















Total avail- 
abilities Disburse- Remaining 
under ments ! availabil- 
agreements ities 
Amounts for use of foreign countries: 
1. Military procurement pes. 104c)_._.. 248. 6 74.1 174, 5 
2. Grants for multilateral trade and economic develop- 
(ee ‘ ; 61.4 7.4 54.0 
3. Loans to foreign governments (sec. 104g). — - 1, 253. 7 251.1 1, 002.6 
ee ocbacenaneddseeaesee 1, 563.7 332. 6 1, 231.1 
Amounts for use of United States: 
1. Market development (sec. 104a)_.................- aoe 26.9 5.6 21,3 
2. Purchase of strategic material (sec. 104b) - - : oa 5.2 5.2 
3. Purchase of for other countries (sec. 104d) _- 47.3 13.7 33.6 
4. Payment of United States obligations (sec. A... g- 2eeb. 489. 1 174. 2 414.9 
5. International educational exchange (sec. en ” 14.1 1,0 13.1 
6. Translation and publication (sec. -_-- 0.6 0.6 
7. Information and education (sec. 104j) _- 12.0 of 12.0 
DE dik wich ndahnne soe «= eins ni 695. 2 194. 5 500.7 
Private American Investment: Cooley amendment “(104e).. ed 35. 8 , 35.8 
Grand totals .us.dscesesu-l-sises papi tainde pies «nd opeeen 2 2, 204.9 2 §27.3 1, 767.6 





1 Adjusted to account for gains and losses occasioned by variances in cochlea rates. 
2 Will not add to totals due to rounding. 


Note.— Due to later refinements, figures may vary in detail from those set forth in the 7th semiannual 
report of the President on activities carried on under Public Law 480. 
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TABLE II.—Foreign currency availabilities under existing Public Law 480 
agreements, as of Dec. 31, 1957, by countries 


(Converted into nominal dollar equivalents and stated in millions] 


Private 
American 
Country Total Country | investment} United 
(Cooley States use 
amend- 
ment) 


Total, all countries_ : i wa ; 1, 767.6 35.8 








Total, industrialized European countries 
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1 Based on dollar value of commodities under agreements, the total of which may not be entirely realized 
in some cases. Also, the figures on availabilities include an indeterminate amount of existing obligations. 


NoteEes.— Detail may not add to totals because of rounding. 
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(State 
am III Iv 
Progren Allocation By Collecti ons 
Bureau of the from Surplus Tren sfer 
pe ci fied 06, 10d 0 Ac 


104 (ea) Agricultural Market Development. ...... ee 


104 (b>) Purchase of Strategic Material .... 1.555. 


204 (c) Military Procurement... 1.2.2 +s es eevee 


104 (4) Purchase of Goods for Other Countries. .... . 


104 (e) Grants for Multilateral Trade ani Econamic 


Development. .. +s eee eeeeeeeeses 44 
104 (f) Payment of U. S, Obligations: 
Congressional Travel. ...++eeeeee 
Military Housing. .-2. sc eeeesees 342" 
Defense ss see er seeereserens 
104 (g) Loans for Multilateral Trade and Economic 
Development. «sce see eeeseeeesese 2660. 


104 (h) Intermational Biucation Bxohange . . 2+ + +s > q: 


104 (1) Translations and Publications. .....+ +s: 


104 (3) Information and Biucation. . . 1.2.2 es ees 
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) BY PROGRAM, CUMULATIVE FROM INCEPTION THROUGH 31, 1957 
(Stated in Equivalent U, S, Dollar Value) 
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to June 30, 1957 the dollar equivalent of currency disbursements was computed at the current market rate of 
1 programs except subsection 104(g) "loans". Loan disbursexents were valued at the tramfer rate, Subsequent 
to June 30, Bod for all programs except Treasury-eales and Deferse-housing, a weighted average of the agency 
transfers is applied to disbursesnts in accordance with the Bureau of the Buiget's circular A-34, 


tI 
ft 


For programs involving Treasury sales to dollar appropriations disbursements do not represent currencies paid 
» but are only a transfer to the disbursing officers’ funding accounts from which currencies are subsequently paid 
to liquidate obligations. 


Represents the difference between the disbursements valued in dollars at the exchange rate at which currencies were 
to an agency, and the distursemnts valued at the market rate of exchange at the time of distursenent. In 
tion, included are the differences resulting from revaluing the balances with the exception of programs (c), (4), (e), and 
(g), om June 30, 1957 from a weighted average transfer rate basis to a market rate of exchange basis, 


dt 


‘ 


This is the total of the balances, valued at agreement exchange rates, of the Treasury P. 
are initially deposited, eae eepere ee See Bay arenes ty eares Sx See Oey Se ae 
the balance is shown. The Treasury accounts of currencies for sale to dollar appropriations are not included in this balance 
but are included with the agency program accounts. 


ue 
| 
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; 


Allocation balances do not represent currencies on deposits, but only the amounts which ae expected to be made 
a to the agencies in the future, Thus the total of balances of allocations may exceed the amount of currency on 
deposit in the Treasury P.L. 480 accounts, Agencies may requisition allocation balances only when an apportionment has been 
made by the Bureau of the Budget on agreement basis, 


In addition to amounts programed for sale by the Treasury to dollar appropriations, an indeterminate portion of 


P.L. 161, approved July 15, 1955. 


The Grand Total of Colum I "Dollar value of commodities under agreement" does not include the $7,260,000.00 portion 
of Agreement of April 16, 1957 with Colombda that is to be financed by dollar purchase 
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(f) do not necessarily reflect the status of the account since transfers fran sources other 


12/ 8014 to Defense Department fer housing, Reimbursesent to be made in accordance with Section 507, P. L. 161, approved July 15, 1955, 
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999,999.84 to account for an exchange of currencies under a §2,000,000,00 tripartite agreement. 


14/ Me collection rate, initially 67,50 to 1, is being changed to the agreed rate of 67 to 1. 


26/ There is no provision in the agreement for 104(f), (See footnote #2), 


SEE EEA © CW) Sane eiettoeee Some Fe to poet, ene SS Sees ae De ee 
of Indonesia pending an agreement on deposit exchanre retes. 
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understates then in the agreazent of 11-10-55. Corrective action has been ted. 


20/ Tre 653,081,319.00 © $1,044,990.11 has been, in error, deposited to the credit of the agreement of 10-30-56 instead of the 
agreement of 5-23-55. Corrective action has been initiated. 


Z/ A deallocation and reallocation by the Bureau of the Budget of an Agemy account (Defense) overstates withdrawals in the 

ee ee ee ee ee ee he Correction action has been 
22/ Pending further documentation the collections (foreign currency and doller equivalent) are tentative. 

2y/ Supplemental deposits of currencies is reconstituting, in part, the collection rate, 


Withdrawals of an Agency (Defense-Air Force) exceeding allocations overstates withdrawals in the agreement of 4-20-55 and 
them in the agreement of 3-5-56 by P 138,117,000.00 8 §3,288,500.00, Corrective action has been initiated, 


P 33,832,016.82 = $805,524.21 has been, in error, deposited to the credit of the agreement of 10-23-56 instead of the agreement 
3-5~56, Corrective action has been initiated, 


Withdrewale of an (Agriculture) exceeding allocations overstates withdrawals in the agreement of 3-4-57 and understates 
in the agreement of ~5$ by Baht 396,452.00 © $19,177.85. Corrective action has been initisted, 


2 Withdrawale of an agency (Agriculture) exceeds allocations by $115.98, Corrective action has been initiated. 
26/ The Bureau of the Budget indicates that program 104 (g) will be reimbursed at a later date, 
29/ Collections contain erroneous deposits of ocean transportation, By method of offset, future deposits will rectify the error. 


20/ Withdrawals of an Agency (Agriculture) exceed allocation by Dimars 48,900,000.00 ® $163,000.00. Corrective action was 
accomplished in January 1958, 


a/ The grand tetel of coluan I "Dollar value of commodities under agreement® does not include the §7,260,000,00 portion of the 
agrement of April 16, 1957 with Colombia that is to be financed ty dollar purchase. (see footnote #15). 
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Footnotes to Agency Report 
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—_——s en ew Nees Pe eee se 


1/ Foreign currencies are transferred to Agency accounts from the Treasury's P, L, 480 
accounts pursuant to requisitions which may be submitted by the Agencies only within the 
limits of allocations and apportionments. Prior to June 30, 1957 the exchange rate 
applicable to a transfer in a non-guaranteed agreement was the collection rate (a weighted 
o-ring anne ie ays Pr oeedbcet ag ke agers and in a guaranteed agreement the 
guarantee rate of exchange. . Subsequent to June 30, 1957 the principle is continued only 
for programs a (a), (e), (g), and Treasury sales. All other programs receive transfers 
with an end-of-the-month market rate of exchange.in accordance with the Bureau of the 
Budget's Circular A-34, effective July 1, 1957. 


2/ The dollar equivalent of foreign currency transfers is computed by the weighted 
average transfer rate of the transferring Agency's account, 


3/ Prior to June 30, 1957 the dollar equivalent of currency disbursement was computed 
at the current market of exchange for all programs except program (g) "loans", Loan 
disbursements were valued at the transfer rate. Subsequent to June 30, 1957 for all 
programs, except Treasury sales and Defense-housing, a weighted average of the Agency's 
balance: plus transfers is applied to disbursements in accordance with the Bureau of the 
Budget's Circular A-34. For programs involving Treasury sales to dollar appropriations, 
disbursements do not represent currencies paid to obligees, but are only a transfer to 


the Disbursing Officer's funding account from which cufrencies are subsequently paid 


out to liquidate obligations. 


Division of Central’ Reports 
March 4, 1958 


Bens OF 
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os he 


Agency Report 


4/ Represents the difference between the disbursements valued in dollar at the rate 
of which currency was transferred to an Agency, and the disbursements valued at the 
market rate of exchange at the time of disbursement. In addition, included are the 
differences resulting from revaluing balances (with the exception of programs c, d, 
e, and g) on June 30, 1957 from a weighted average transfer rate to an end-of-the- 
month market rate. 


5/ Agency balances of this account do not necessarily reflect the status of the 
account since transfers from sources other than P. L. 480 accounts predominate. 


The balance reported on the Disbursing Officer's accounts current is in error by 
+350 due to the inclusion of an interest collection. 


7/ Disbursements contain Lire 35,000 ,000.00 = $56,000.00 which has been transferred 
without reimbursement to account 19FT561. 


8/ The balance reported on the Agency's accounts current is in error by Hwan 4.00, 
9/ The balance reported on the Agency's accounts current is in error by Pesetas .90, 


l10/ Transfers ere in excess of allocations by Dinars 48,900 ,000.00 = $163,000.00. 
Corrective action was accomplished in January 1958. 


ll/ Transfers are in excess of allocations by Lire 327.67 = $115.98. Corrective 
action has been initiated. 
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By method of 


offeet future depesite will rectify the errer. 


ection bas been initiated, — 


4/ Collections contains erroneous deposits of cosan transportatian, 


Fee, 


Division of Central Reperte 


Maren 10, 1958 


Bureau of Accounts 
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TABLE V.—Planned uses of Public Law 480 currencies as percentage of total cur- 
rencies available under agreements signed through Dec. 31, 1957 


Amounts for use of foreign countries : 




















1. Military procurement (600. 1060) ....0..-i inne nnn cecsncess 10.9 

2. Grants for multilateral trade and economic development (sec. 
IIIT scsi nineteen illest A dca tasonnG ab aed vor ca de ale 2.7 
3. Loans to foreign governments (sec. 104g) _.._-__-___-_-___-_-___-____ 54. 6 
TIT i: coats cs Sooo eaenatilan ancien paaicinmeih caetibadipieteemhieaiemmdaiaimaaane 68. 2 

Amounts for use of United States: 

hc es SS SOD Fi iiiiiintieneccdneecnecccndindeeeos 1.7 
2. Purchase of strategic material (sec. 104b)__________________-___- a 
3. Purchase of goods for other countries (sec. 104d) __._._____________ 1.9 
4. Payment of United States obligations (sec. 104f)________________ 25.0 
5. International educational exchange (sec. 104h)__________________ 1.0 
6. Translation and publication (sec. 104i) _..._.._____.-______________ a 
7. Information and education (sec. 104j)_.._________-______________ 5 
case Buk Mn IE San ck edie ererttsin in eeeo =e ececethus-eiiteiaieadaaa 30.3 
Amount for loans to private enterprise (sec. 104e)__.__.____-___________ 1.5 
Dis tescs snan cen pista ate sha is Minis i a aR a ae a 100. 0 


23579 O—58———17 





REPORT 
ON 
FOREIGN CURRENCIES IN CUSTODY OF THE 
TREASURY DEPARTMENT 


Gemagrtes acquired by the — States, principally umder 
tergovernmmentel agreements, without purchase with dollars) 


FOR THE PERIOD 
JULY 1, 1957 THRU DECRSE 31, 1957 


FISCAL SERVICE 
BUREAU OF ACCOUNTS 
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Prior to World War II, acquisition by the U. S, Govermment of foreign currencies, by means other than 
with dollars, was confined to consular fees and similar collections miscellaneous in character and relatively aml) 
in amount. Such ourrencies were used to defray regular operating expenses of the Federal agencies (principally the 
State Department) making the collections. The appropriations of such agencies were charged for the dollar equivalent 
of such expenditures with corresponding dollar credits to miscellaneous receipt acgounts on the books of the 
Treasury Department. 


War requirements and postwar foreign assistance programs greatly increased the quantities and varieties of foreign 
currencies acquired by the U. S. Government, without purchase with dollars, pursuant to intergovernmental agreements, 
Bmept for a relatively amll portion in the custody of the Treasury Department, these foreign currencies were under 
the control of the Federal agencies administering the intergovermmental agreements and subject to disposition by such 
agencies as authorized by the Congress, usually in substantive legislation. These currencies generally were not subject 
to the same fiscal and buigetary controls which govern the dollar funds of the Govermment, i. ¢, use of the currencies 
was not subject to regular appropriation processes, 


In time, there developed a growing recognition of the need for a better system of control over the foreign curren- 
cles, This led to the enactment of Section 1415 of the Supplemental Appropriation Act of 1953, which provides that 
“foreign credits owed to or owned by the United States Treasury will not be available for expenditure after Jume 30, 
1953, except as may be provided for annually in appropriation acts,!' With a few exceptions, expenditure of the foreign 
currencies now is controlled by including in the regular dollar appropriations of Federal agencies sums sufficient for 
the purchase of foreign currencies needed for their programs, A major exception is that the Congress, by substantive 
law, has mde gvailable for expenditure, without reimbursement to the Treasury, most of the foreign currencies derived 
from the sale of surplus agricultural products wder intergovermmental agreements. 


In order to strengthen fiscal control over foreign currencies acquired without purchase with dollars, Executive 
Order No, 10488, of September 23, 1953, authorizes the Seoretary of the Treasury to issue regulations governing the 
purchase, custody, transfer or sale of foreign exchange by any executive department or agency of the Uhited States. 
Such regulations are contained in Treasury Department Circular No. 930, issued October 19, effective December 1, 1953, 
and are based on the following principles: 


1. All foreign currencies collected mst be turned over 
to disbursing officers of the Federal Government to 
be held for accomt of the Secretary of the Treasury 


2. The currencies mst be acoomted for in the official 
accounts of the disbursing officers, subject to audit 
by the General Accounting Office, and reports relat- 
ing to the currencies are to be derived fram such 
accounts. 


3. Withdrewmals of the currencies are permitted only upon 
authorizations fram the Treasury Department for two 
purposes: (a) sales for dollars or (b) use without 
reimbursement to the Treasury, as my be specifically 
authorized by lew. 


4, The currencies must be deposited only in depositaries 
designated by the Treasury Department. 


5. The purchase of a ourrency in the mrket is prohibited 
if the ourrency needed is available with the Treasury 
for the use intended, 


6. The amount of a foreign currency which oan be held by 
@n agency or disbursing officer for use is limited to 
requirements for thirty days. 


The statements in the acoampanying report pertain to the custody of foreign ourrencies by the Treasury Department 
under the provisions of Circular No. 930. Values are stated in approximte U, S. Dollar equivalent (See footnote 4). 
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statement of receipts, withdremals, and belances of foreign currencies aoquired 
by the United States, princ: under intergovermumntel agreammts 
without purchase with dollers, 1, 1957, to Decenber 31, 1957 


(Stated in equivalent U, S, dollar wmlue) 


Balance held by Treasury Department, July 1, 1957..sccsescescersescererecscsceeegesascscoes §/ ,128,125,246.09 
Collections fram: 


Sale of doultural ocammodities 
ae an 02, tasbunl Sonwrity sot of of 1! oa stat, 28) 22 WE 2982) aoe vasczeeee $19,855,703 .87 
and Assistance Act of 1954 


"ek. . vr, grit Dede De see 358,243,009.08 


Camedity Oredit Carpemetion Ghar Garter ‘dot aa OTE oa voasessesesenegceeees 12,506.15 
tional and Biuoaticnal oe 1508 22 CC Si eB cacchecreceretthn-Reocenee rAaws 


Meld'tn tress trust.. 8 ‘seks sie aw 58 


SS teteons Ss 66 Stat. a. 313) ey ed @,111,111.10 
Bilateral agreements counterpart funds, Eoonamio Cooperat . 
es amended (22 USC sn tee 9,057, 832.50 


AIL CURE CBUTEERs cccccccccccccccccesececcocoesosecoccosoococegecesooceeocoessooeces 2,81,717.58 
‘$2,719,104,037.61 





ifs 









ie 











receipt accounts and becccccdecescodoessipoodstbedesectibe 98, 357,487.80 
Commodity Credit ion capital fund as reimbursement for camodities sold 
for foreign ocurrenc 62 Stab, 1072; 7 UEC 1703)...eceee ©, 68,822.65 
United States Information Agency to reimburse the informat: 
3,570,82.94 
142,607,161.30 










fund (68 Stat. 862)...sccecccsesseee 
Total sold for dollars... 








Requisitianed for use without reimbursement pursuant to: 2/ 
Seotion 402, Mutual Seourity Act of 1954 eB s Stab. BG) cccccccsacccasoccocccece ip or 
Sectian 104, Public law 48 (68 Stat. 456).........+ cccccccccs cccedve 21 
Trust agreements... ..ccecscccsseccececceceesecvese ° seeee 


sont = “104,217.60 
soecees  283,851,966.00 

Adjustment for rate differences 4/.0..seessecscseecessecececenee covcccgpocdneaotnccoghe -18, 329, 801 .88 
Balance held by Treasury Department, December 31, 1957 pecccccccccccessosecesosescscocdbe * $1,274,325,108.43 





is of balance held by Treasury Department, December 31, 1957: 
for credit to miscellancous recelpts......csssscccceecsecccecececcevesececsees @, 316, 430.34 
Proceeds for credit to agency accounts: 
Informational media guaranty funds....... 6,656,757 
Commodity Oredit Corporation capital fund: 16,247,715. 
Held in trusb..cccccscssesssegeecesecssecs wee 
Yor progrem allocations under Seo. 104, Pitle I of Public law @D....ccccccccascececeece 1,18,517,072 









Ree 
DotA) .coccccccrccccccccccccccccscccccscceseeseoecccescceoccegesesese $ 1,274,325,108.43 
—— Se 

“This figure represents the dollar value of ourrmoies held in the foreign curreoy accounts of the Treasury only. Under 


Department 
joular provisions of law, certain currencies my be mide available to executive departments and agemoies without reimbursenmt to 
. Suoh currencies are transferred to agency accounts pursuant to requisitions submitted to the Treasury Departmmt, or as 
otherwise authorised, end are thereafter acoomted for by the agencies. 


Hote: Seotion 103 of the Mutual Seourity oe ee Ee a eee Geeeiee 2 Gans 
of foreign currencies for liquidation of ob) ice Jay 1, 195}, without retaburemmt to. the 
Ferma te this Siattetion, the cpubvaient of G50n637.05 made available to agenoies during the period 
1957, to Deoamber 31, 1957. 
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20FT0110 
20FT1 394 
20FT3185 


20rT 3186 
20FT3524 
QUFT3525 
20FT3542 
20FT3543 


20FT3544 


20FT3545 


20FT3546 


20FT3547 
20FT3549 


20FT3550 


20FT 3556 
20FT3597 


20FT43 36 

20F7 4336.1 
20FT43 36.2 
20FT43 364 


20FT 43363 


20FT4367 


20FT5 76 
20FT580 
20rT580 .2 


20FT58.3 
2orrsé.4 
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FOREIGN CURRENCY ACCOUNT SYMBOLS AND TITLES 


TREASURY DEPARTMENT 


General Fimds 


Foreign Currency, Federal Income Tax, Treasury 
Interest op Public Deposits 

Net Proceeds fram Suwplus Property in Foreign 
Areas, Act of October 3, 1944, Treasury 

Het Proceeds fram Exess Property in Foreign 
Areas, Act of Jme \~, 194, 

Recoveries, Governmental Operations in Oocupied 
Areas, Germany and Austria, Treasury 
Recoveries, World War Il, Proceeds fran Repara- 
tions Property, Treasury 

Recoveries, Defense Aid, Cammodities, Supplies 
and Services, Treasury 

Recoveries, Intergovermmental Defense Agreements, 
Treasury 

Recoveries, Boonamic Assistance to Foreign 
Nations, Eoonamic Cooperation Act of 1948, as 
Amended, Treasury 

Recoveries, technical cooperation program, Act 
for Internationa] Development, as Amended 
Recoveries, Military Assistance to Foreign 
Nations, Mutual Defense Assistance Act of 194, 
as Amended, Treasury 

Recoveries, Pakistan Wheat Program, Treasury 
Recoveries, FPunine Relief and other assistance, 
Title Il, Agricultural Trade Development and 
Assistance Act of 1954, Treasury 

Recoveries on Purchases for other countries, 
Title I, Agricultural Trade Development and 
Assistance Act of 1954, Treasury 

Recoveries, Foreign Programs, not otherwise 
classified, Treasury 

Recoveries, Foreign Currencies surrendered by 
(aume of Agency) 

Foreign Currency, Sales Account, Agricul tural 
Trade Development and Assistance Act of 1954, 
Treasury 

Foreign Currency, Sale of Agricultural Cammodi- 
ties, Commodity Credit Carporatian Charter Act, 
Treasury 

Foreign Currency (Restricted Use), Sale of 
Agricultural Camnodities, Camodity Credit 
Corporation Charter Act, Treasury 

Foreign Currency, Restricted Sales Account, 
Agrioulturel Trade Development ani Assistance 
Act of 1954, Treasury 

Foreign Currency, Restricted for Sale to Depart- 
meant of State under Sec, 104%h), Agricul tural 
Trade Development and Assistance Act of 1954, 
Treasury 

Foreign Currency, Informtional Media’ Guarantee 
Funds, Treasury 


Special Punds 


Foreign Currency, Surplus Agricultural Commodi- 
ties, Section 302, Mutual Seourity Act of 1954, 
Treasury 

Foreign Currency, Repayment of Loans and Invest- 
ments, Section 590, Mutual Security Act of 1953, 
Treasury 

Fore ign Currenc 
ments, Sect ion 
Trousury 

Foreign Currency, Surplus Agricultural Commodi- 
ties, Sec. 402, Mubuul Security Act of 1954, 
Treasury 

Foreign Currency, Sales under Seo, 95(a), Mutual 
Seourity Act of 1954, as Amended, Treasury 

Foreign Currency, Agricultural Trade Development 
and Asciatance Act of 1954, Treasury 

Foreign Currency, Agricultural Trade Development 
and Assistance Act of 1954 (Second Agreement), 
Treesury 

Foreign Currency, Agricultural Trade Development 
and Aucistance Act of 1954 (Third Agreement), 
Treasury 

Foreign Currency, Agricultural Trade Development 
and Ausistance Act of 1954, (Fourth Agreement), 
Treasury 

Foreign Currency, Agricultural Trade Development 
and Augintance Act of 1954 (Guaranteed Agree- 
ment), Treasury 


Earnings on Loans and Invest- 
590, Mutual Seourity Act of 1953, 








20FT610 
20FT615 


20FT616 
20F76875 


2orréy2 
20FT893 


97ETSEO 
97FTS71 


9METSS 
9TFTSEO 


97FT 581 


S7ETS71 


S7¥T575 


21~72FTS80 


i7rTs71 
17-97FTSB1 


Deposit Funds 


Philippine Peso Reclamation Suspense Account 
Foreign Currency, Collections on Loans, 
Agricultural Trade Development and Assistance Act 
of 1954 as amended, Treasury 

Foreign Currency, Collections cn Loans, Mutual 
Security Act of 1954 as emended, Treasury 
Foreign Currency, Suspense Account, Treasury 


Trust Funds 


Foreign Currency Advanced fram Foreign Governments, 
United States Educational Exchange Program, 
Treasury 

Alien Property Fund, Foreign Currency, Philippines, 
World War Il, Treasury 

Advance peyments fram Greece and Turkey for 
assistance 

Ad@vances for Technical Assistance, Treasury 

Payment of Former German Prisoners of War, Treasury 

Contributions by the Government of Pakistan for 
construction of the United States chancery, 
Treasury 


DEPARTMENT OF AGRICULTURE 
Special Fund 


Foreign Currency, Agricultural Trade Development 
and Assistance Act of 1954, Agriculture 
Pareign Currency, Agricultural Trade Development 
and Assistance Act of 1954 (Guaranteed Agree- 
ment), Agriculture 


QFFICE OF THE SECRETARY OF DEFENSE 
Special Funds 


Counterpart Pund, Foreign Currency, Defense 
Poreign Currency, Surplus Agricultural mmodities, 
Section (2, Mutual Seourity Act of 1954, Defense 
Foreign Currency, Surplus Agricultural Commodities, 
Section 402, Mutual Security Act of 1954, Defense 
Foreign Currency, Agricultural Trade Development 
end Assistance Act of 1954, Defense 

Foreign Currency, Military Family Housing, Defense 









DEPARTMENT OF THE AIR FORCE 


Special Punds 


Foreign Currency, Surplus Agricultural Commodities, 
Section S02, Mutual Security Act of 1954, Air 
Force 
Foreign Currency, Surplus Agricultural Conmodities, 
Section 402, Mutual Security Act of 1954, Air 
Force 


DEPARTMENT OF THE ARMY 
Special Fund 
Foreign Currency, Agricultural Trade Development 
ani Assistance Act of 1954, International 
Cooperation Administration (Transfers to Amy) 
DEPARTMENT OF THE NAVY 
Special Funds 
Foreign Currency, Surplus Agricultural Cammodities, 
Section 502, Mutual Security Act of 1954, Mury 


Foreign Currency, Military Family Housing, Defense 
(Transfer to Nevy) 
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FOREIGN CURRENCY ACCOUNT SYMBOLS AND TITLES—Continued 


GENERAL SERVICES ADMINISTRATION 
Special Punds 


Counterpart Funds, Foreign Currency, International 
Cooperation Administration (Trensfers to General 
Services Administration, Defense Materials 
Proourement Activities) 

Foreign Currency, Surplus Agrioultural Cammodities, 
Seo, 402, Mutual Seourity Aot of 1954, General 
Services Administration 

Foreign Currency, Agricultural Trade Development 
and Assistance Act of 1954, General Services 
Administratian 

Foreign Currency, Agrioultural Trade Development 
end Assiatance Act of 1954, International Coopera- 
tion Administration (Transfer to General Services 
Administration) 


INTERNAT IOMAL COOPERATION ADMINISTRATION 
Special Funds 


Counterpart Fund, Foreign Currency, International 
Cooperation Administratian 

Foreign Currency, Surplus Agricultural Cammodities, 
Section 502, Mutual Seourity Act of 1954, Interna- 
tional Cooperation Administratian 

Foreign Currency, Surplus Agricultural Cammodities, 
Seo. 402, Mutual Security Act of 1954, International 
Cooperation Administratian 

Foreign Currency, Sales under Seo, 905(a), Mutual 
Seourity Act of 1954, as Amended, International 
Cooperntion Administration 

Pere ipm Curruncy, Agricultural Trade Development 
and Assistance Act of 1954, International Coopera- 
tion Administration 

Foreign Currency, Agricultural Trade Development and 
Assistance Act of 1954, Defense (Transfers to 
International Cooperation Administration) 

Foreign Currency, Agrioultural Trade Development and 
Assistance Act of 1954 (Guaranteed Agreement), 
International Cooperation Administration 


Trust Fund 


Advances of Poreign Currency for Technical Assistance, 
International Cooperation Administration 
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DEPARTMENT OF JUSTICE 


Trust Pund 


Alien Property Fund, Foreign Currency, 
Philippines, World War II 


DEPARTMENT OF STATE 


Special Funds 


Proceeds of Sales of Buildings and Grounds, 
Foreign Currency, Foreign Service Buildings Fund 
Proceeds of Sales, Personal Property Sold Abroad, 
State 

Counterpart Fund, Foreign Currency, State 
Counterpart Fund, Foreign Currency, Seo. 78(c), 
Public Law 118, July 16, 1953, State 
Counterpart Fund, Foreign Currency, International 
Cooperation Administration (Transfer to Stat 
Foreign Currency, Agricultural Trade Development 
and Assistance Act of 1954, State 





Trust Funds 


Foreign Curr: Advanced fran Foreign Govern- 
ments, United States Educational Exchange 
Program, State 

Advances of Foreign Currency for Technical 
Assistance, State 

Foreign Currency, Payment of Former German 
Prisoners of War, Department of State 
Contributions by the Govermment of Pakistan for 
oonstructian of the United States chancery, 
State 


UNITED STATES 
IMPORMATION AGENCY 


Special Fumds 


Counterpart Fund, Foreign Currency, Uhited 
States Information Agency 

Foreign Currency, Agricultural Trade Development 
and Assistance Act of 1954, United States 
Information Agency 
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(Reference to the following will be found on p. 146.) 


THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington, D.C. 


Tue SuaGGesTep INTERNATIONAL DEVELOPMENT ASSOCIATION’S RELATIONSHIP TO 
PROPOSED INTERNATIONAL AID PROGRAMS 


(By Elden E. Billings, Economics Division, March 13, 1958) 
I. THE PELLA PROPOSAL 


The Pella proposal, named after Giuseppe Pella, Foreign Minister of Italy, 
was submitted to Secretary of State John Foster Dulles during Pella’s visit to 
Washington in early December 1957. Secretary of State Dulles and Pella dis- 
cussed the proposal on December 6. 

Aimed at countering Soviet penetration of the Middle East, the Italian Gov- 
ernment’s proposal sought coordinated action among Western countries beyond 
the military and economic provisions of the Eisenhower doctrine. The proposal 
also recommended coordinated initiatives among the members of the Western 
World and the countries of the Middle East area. 

Such activity should originate within the framework of the Organization for 
European Beonomic Cooperation (OEEC). Recommendation of OEEC, rather 
than NATO or the Baghdad Pact Bconomic Committee, was based upon the 
danger of the charge of colonialism (NATO) and the fact that the Baghdad 
Pact “does not seem to embrace the widest possible range of countries.” 

A special fund to be composed of : 

(1) For the United States, the money from reimbursement for Marshall 
plan loans which are due to accrue to the United States Treasury beginning 
in 1958. 

(2) For the European countries which are to begin repayments, they 
would contribute additional amounts equal to 20 percent of their repay- 
ments. 

(3) For other European countries which have not received Marshall plan 
loans and are members of OBKEC (West Germany, Switzerland, Greece, 
Austria), they could make direct contributions (if desired) which should be 
neither higher nor lower than those paid under (2) above. 

(4) Investments from private sources should be encouraged. 

(5) The failure of any country to contribute should not impair the opera- 
tion of the fund. 

Loans to be repaid were as follows: 


United Kingdom ____---- $336, 900, 000 | Belgium-Luxembourg_____ $68, 100, 000 
POD kitin tiie Mincdiveteiimtiig 182, 400, 000 | Portugal __-_-_-~- wikia 36, 700, 000 
I i encttncntemasinaisiti 150, 700, 000 | Norway -.......-...-_-- 35, 000, 000 
Races: A21 = tviel,. «+ Sarai 25 aeo, O60 | Denmark... __.__ 31, 000, 000 
DALY .. tb cdgiiisd ac assdk 73, 000, 000 | Sweden___-__- ee ee 20, 400, 000 
NII cot, ditateysntps dls, ditches 72, 800, 000 | Iceland_________________ 4, 300, 000 


It was estimated that the first year’s contributions would give the fund a 
starting capital of about $100 million. 

Operations of the fund should be flexible and it should have the status of a 
quasi-independent agency. A nine-member managing board, appointed by the 
OEEC Council, should operate the fund. An American should always serve as 
chairman. The other members of the board should be chosen on the basis of the 
individual contributions. At least one member should be from a non-NATO 
country. Terms of office should be 1 year. 

Capital would be drawn from the yearly contributions of governments as 
described above. Private groups could intervene with participation in the equity 
capital of the enterprises in the underdeveloped countries of the area concerned. 
Contributions made by the fund could be dovetailed with those of other inter- 
national agencies or of the United States Government. 

The fund could provide loans, mainly of a soft character, the terms and condi- 
tions of each being on an individual basis. 

A recommendation was made that a center be established at Naples as a 
meeting ground between the West and the Middle East. The function of the 
center should be to study common problems of economic development. It could 
serve as a staging area for proposals and for the training of personne), 
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As the Italians view it, the proposal would have four advantages: 

(1) It would show the United States Congress and the public that the 
United States is not alone in a program of aid to the Middle East. 

(2) It would create incentives for collaboration between industrial groups 
in the United States and in the OBEC countries. 

(3) It would make it possible to entrust to individual countries the work 
of economic development in areas where the individual country is popular. 

(4) It would relieve the burden on the American taxpayer. 

Senator Mike Mansfield, of Montana, in his January 30, 1958, report to the 
Senate Committee on Foreign Relations stated : 

“Although Pella’s plan has met with objections from the Department of State 
on the ground, among other things, that a combined western fund would be 
regarded in the Middle East as a colonialist extension of NATO, the essential 
idea of the fund deserves serious considerations. It may be desirable to con- 
sider organization of the fund in such a way as to include the Arab States in 
management and extension of the fund to North African areas as a whole.’’” 


Il, THE KISHI PROPOSAL 


In May 1957 Premier Nobusuke Kishi, of Japan, suggested the formation of a 
Southeast Asia Development Fund. The occasion was a tour of major Southeast 
Asian countries. 

Kishi visited the United States for conferences the following month and was 
reported to have been “promised $500 million as the first slice of the $5 billion 
necessary to develop his scheme to organize a new nonmilitaristic-southeast 
Asia coprosperity area.’ 

The Kishi proposal has been described as “practically * * * another Colombo 
plan.” 

Utsumi outlines the plan as follows: 

1. Any nation which desires it will be allowed to join in the plan, regard- 
less of whether or not it is a participant in the Colombo plan. 

2. The Foundation will start with $500 million the first fiscal year. 
Thereafter additions will be made every fiscal year for 10 years. 

3. As a principal fund the foundation will be used primarily for economic 
development. It may also be used for stabilizing the prices of special 
products like rice, rubber, tea, or tin. 

4. A council of trustees will be formed by all participating nations. 
Funds will be handled in accordance with the council’s decisions. All 
member nations shall have equal voice without regard to their amount of 
investment.* 

The United States-Japanese communique issued after Kishi’s conferences with 
American Officials gave no indication of a $500 million payment. It merely 
stated that the views of the Prime Minister would be studied by the United 
States. 

In July 1957 the Journal of Commerce reported that the Japanese Government 
was speeding up a plan for Japanese cooperation in the development of south- 
east Asia. Hope was still based upon extensive United States aid. 

In his interesting article in the Journal of Commerce of July 23, Stuart 
Griffin reported that discussion envisioned— 

“* * * the setting up of a new organ to distribute $700 to $800 million worth 
of funds each year among southeastern Asian nations for the region’s overall 
development, with a major portion of the funds coming from the ICA, the 
International Cooperation Administration.” ° 

Japanese officials planned that part of the funds should be utilized to purchase 
Surplus agricultural and forestry products—including rice and raw cotton—or 
for financing stocks of merchandise so as to stabilize commodity prices in 
southeast Asia. 

The Christian Science Monitor of October 25, 1957, reported that Philippine 


Government officials were wary of the Japanese plan, which had been explained 





1U, 8. Congress, Senate, Committee on Foreign Relations, North Africa and the Western 


Mediterranean, Report of Senator Mike Mansfield, Washington, USGPO, 1958, p. 19. 

2 Brown, Constantine, Kishi’s Fruitful Visit to United States, Washington Evening Star, 
June 26, 1957, p. A19. 

$Teizo Utsumi, Southeast Asia and the Kishi Concept, Japan Trade Monthly, No. 138, 
September 1957, p. 3. 

* Tbid., p. 4. 

®* Stuart Griffin, Japan Banks Heavily on Southeast Asia Program, Journal of Commerce, 


July 23, 1957, p. 14. 
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to them by roving Japanese Ambassador Ataru Kobayashi. Here the plan was 
described as a $500 million pool to encourage development. Kishi was to visit 
Manila in December to attempt to secure support for the plan. 

However, when Kishi met with Philippine officials in December the resulting 
communique did not mention the Development Fund. Mr. Kishi did mention the 
Development Fund in a press interview. He explained that it was not intended 
to conflict with or replace similar development funds under the Colombo plan, 
the International Bank for Reconstruction and Development and the ICA, but 
rather to supplement and complement them in areas they did not touch. Mr. 
Kishi reported that the Philippine Government had agreed to study his proposal. 

In January 1958 Kishi visited Manila and talked with President Garcia and 
Philippine officials. The Philippine Government planning agency seemed favor- 
able to the Development Fund idea, but the Government was inclined to await 
the reaction of the other countries of southeast Asia. 

On February 12, 1958, the Japan Times reported that Dr. D. A. Fitzgerald, 
ICA Deputy Chief for Operations, told a press conference in Tokyo, that the 
United States “is quite interested in working with Japan” in making the Kishi 
plan work. He did say, however, that support would be on a project-by-project 
basis and that the United States was not ready to underwrite the whole 
scheme. 

III. THE VENEZUELA PROPOSAL 


At a meeting of the Presidents of the American Republics, held in Panama 
in July of 1956, Brig. Gen. Marcos Perez Jimenez, then president of Venezuela, 
presented a proposal on behalf of his government : 

“* * * That an economic fund, composed of contributions consisting of a fixed 
percentage of the budget of each of the nations of the hemisphere, be estab- 
lished with the object of utilizing it for the sole purpose of solving problems 
affecting the well-being of the American peoples, which problems would be 
settled in the order of their importance. To that end, Venezuela offers as much 
as 100 million bolivares ($32,362,495.54), provided that the other American 
States, taking the Venezuelan contribution as a basis, contribute a like pro- 
portion of their respective budgets.” 

He continued that the establishment, management and allotment of the 
economic fund should be carried out in accordance with standards established 
by the contributing governments. 

In a letter of August 29, 1956, to the Secretary General of the Organization 
of American States, the Minister of Foreign Affairs of Venezuela, added the 
following : 

The fund should be composed of proportional contributions by member states 
equal to 3.75 percent of their respective budgets. These contributions were to 
be collected by the Pan American Union. 

Since the work must be accomplished in 3 stages—study, planning and execu- 
tion—the contributions could be paid in 3 annual installments of 10, 40, and 
50 percent. 

Responsibility for the fund would rest in the Organization of American States 
and could be carried out through either one of its permanent agencies or a 
special agency. 

Allotments from the fund would be made on the basis of the urgency of the 
work for which aid was required. 

On September 13, 1956, the Council of the OAS agreed to transmit the letter 
to the member states for consideration and to request answers by March 6, 
1957. 

By March 6, 1957, only one answer (that from Costa Rica) had been received 
so another 6-months extension was granted. On April 4, 1957, the Government 
of Chile responded. 

This Venezuelan proposal did not receive approval at the Economic Confer- 
ence of the Organization of American States held in Buenos Aires, Argentina, in 
August-September 1957. This action seems to have been the result of United 
States opposition ; the contention of the United States Government is that exist- 
ing institutions, particularly the World Bank and the Export-Import Bank plus 
the newly organized International Finance Corporation, have adequate resources 
to finance sound Latin American projects. The Conference referred the matter 
of an Inter-American Bank or Development Fund to the Inter-American Eco- 
nomic and Social Council for further study. 

In November 1957 detailed legislation providing for a foreign aid program to 
be undertaken by the Venezuelan Government was presented to the national Con- 
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gress. This program was to be based on a series of bilateral pacts for financial 
and technical assistance. 

The law stresses cooperation in construction work in the following fields: 
Economic and social development; provision of raw and basic materials, manu- 
factured articles, agricultural produce and livestock, equipment and construction 
material; organization of public utility services; technical assistance and expert 
counseling ; professional training; technical and scientific information; and any 
other activity that may further economic cooperation. 

It is the province of the executive branch of the Government to determine how 
the project shall be carried out. 

Cooperation agreements must be formalized and must specify that interest shall 
not be more than 6 percent; that the loan shall be amortized in not more than 10 
years; that repayment be made in Venezuelan legal tender; that no foreign ex- 
change restrictions apply to agreements; that measures necessary to guarantee 
compliance for payment, including service charges, be specified; and such other 
stipulations as prove necessary be included. 

Whenever possible, Venezuelan personnel and Venezuelan-owned equipment 
and products are to be utilized. 

This legislation was signed by the President of Venezuela in January 1958. 
It is not known whether the regime which succeeded him will carry out the legis- 
lation. 

IV. THE ERHARD PROPOSAL 


The press of December 8, 1957, carried notice of a West German proposal for 
a new western economic agency. This suggestion was reported ready for sub- 
mission to a NATO meeting scheduled to begin December 16. 

Under the proposal, the 15 member nations of NATO would contribute to the 
agency means to provide technical and financial help to the world’s under- 
developed countries. As suggested, the agency would constitute a multilateral 
point 4 program. 

Ludwig Erhard, Deputy Chancellor and Economic Minister, long had urged 
some such program. 

West German sources stressed that aid must be given no matter what the politi- 
eal complexion of the requesting country. 

Details of how the program would work were not stated. It was estimated 
that at least $500 million would be needed to begin the program and that the 
United States would be expected to put up the greater part of the money. 

This proposal was not tendered at the NATO meeting, December 16-19. 


V. EUROPEAN ECONOMIC COMMUNITY DEVELOPMENT FUND 


The European common market countries (France, Germany, Italy, Belgium, 
Luxembourg, and the Netherlands) have established a fund for overseas invest- 
ments of $581.25 million. This amount will be invested over a 5-year period in 
the overseas territories of the member countries as shown below. 


Investment fund 


{In millions of dollars] 





Contributions Allotments 





OD 0... nti tninenns dep anpadguhenes oes ameensigds pilin cp babel died $200. 00 $511. 25 
acs. cul, - addhbineds $46 - db iad n> <-46beeebe abeinn ke oo OY ee 
» ON aa pad ere es ae Sette Lo Bes tenet ei ahee 70. 00 35. 00 
| SUR) Age. THEE LeL cbbanath pect ears oe hue a 70. 00 30. 00 
TES inte hte anteignmesa tine cien en ae ee 40. 00 5.00 
Luxembourg - - bea sisiic dlcaeniein incon cides ipeneinehiinees ailae thea alll RAMEE Reese eeetdasiaats 

OO aS, 2. 2k dk eee. See 581. 25 581. 25 


These funds will be utlized for investment in communications and general 
economic development in the colonies for which private capital is not available. 

Administration of the fund rests in the Commission, a body of nine members 
appointed by the Council of Ministers of the European Economic community. 
The Commission is independent of national governments and has the day-by-day 
executive and regulatory responsibilities involved in the operations of the 
community. 
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The proper authorities in the overseas territories submit to the Commission 
any social or econmic project for which financing is desired. General programs 
are drawn up each year showing how the resources available will be allotted. 
Such general programs comprise projects for financing (1) social institutions 
(hospitals, schools, etc.) and (2) economic investments of general interest di- 
rectly connected with the implementation of a program including schemes for 
productive development. 

Between them, the Commission and the Council apportion the money available 
on a rational geographic basis. The money is made available and the work is 
carried out by local officials. 


VI. THE STEVENSON PROPOSAL 


In a speech to the New York County Lawyers Association delivered at the 
Waldorf-Astoria Hotel, New York City, on December 9, 1957, Adlai Stevenson 
stressed that the time had come for the Western Powers to unite in an expanded 
and coordinated program of loans and technical assistance in the underdeveloped 
areas. He stated that: 

“T don’t mean to say that the United States should pool all of its economic 
development funds (which amount this year to only about $400 million) with 
funds of others. What I mean is that the job must be done and can be done 
better if the efforts of the industrialized nations of the free world are coordinated 
for maximum effectiveness, even as we coordinate our military defense.” ° 

Stevenson did not specify further as to how his program would be carried out. 


VII. SUMMARY STATEMENT 


It is difficult to specify how these suggested proposals would relate to the 
proposed International Development Association. From the brief descriptions 
available, each would seem to conflict in the local area with which it is concerned 
since each supposedly supplements or complements programs already underway 
which apparently is the purpose of the Development Authority. 

Whether or not the suggested programs would accept so-called second-mortgage 
loans is problematical. The brief suggestions of Adlai Stevenson, for example, 
give no indication that he would go beyond criteria similar to those necessary 
for present-day programs. 

Most of the plans (according to the brief summaries available in the Library 
of Congress) do not specify a low rate of interest; in fact, that important aspect 
is not mentioned in most discussions. 

Few of the proposals state specifically where the United States financing shall 
originate. The Pella proposal suggests that money from the payments made on 
United States Marshall-plan loans be utilized and that the nations, who are to 
repay these loans, contribute amounts equal to 20 percent of the repayment of 
such loans. Other nations could contribute in proportion. The Venezuelan pro- 
posal asks that nations present an amount equal to 3.75 percent of their budgets. 

Usually the proposals profess not to compete with current programs, but 
rather to supplement them. From the scanty information available this claim 
appears to be true. The World Bank, the United Nations technical assistance 
program, the new International Finance Corporation, and various United States 
lending and aid agencies frequently work at cross purposes. With these new 
suggested agencies there is the possibility of even greater confusion, but, since 
most of them are geared to a single geographic area, there is a possibility that 
they might prove useful. 

Few of them, providing the scanty information available is correct, would 
seem to conflict with the activities of the proposed International Development 
Association. 


(Reference to the following will be found on p. 146.) 


STATEMENT OF THE Export-IMPpoRT BANK 


The Export-Import Bank, created in 1934, has served for over 24 years as the 
major foreign lending arm of the United States Government. Originally man- 
aged by a board of trustees representing various agencies of the Government, 
its affairs are now the responsibility of a full-time bipartisan board of five 


*Text of Stevenson’s Address to Lawyers Association Here. New York Times, Deceim- 
ber 10, 1957, p. 12. 
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directors appointed by the President of the United States by and with the advice 
and consent of the Senate. 

The bank has authorized loans totaling in excess of $9 billion. These authori- 
zations were to assist payment for equipment and services to be purchased in 
the United States—the fruit of United States labor and capital. About $1.6 
billion was not used because of cancellations or because we were able to have 
the commitment taken over by private lenders. Of the remainder the bank has 
disbursed a little more than $6 billion, and slightly over $3 billion of this already 
has been repaid. Outstanding loan authorizations not yet disbursed total about 
$1.5 billion. 

The bank’s loan funds come from three sources. First, there is the capital 
stock of $1 billion, which is owned by the Treasury. Second, the bank is au- 
thorized to borrow up to $4 billion from the Treasury. Afid third, we keep at 
work the $475 million in reserves or undivided profits which have been accumu- 
lated. 

The bank’s lending authority is restricted to $5 billion, which is the total of its 
capital stock and its authority to borrow from the Treasury. As of December 
31, 1957, the bank had loans outstanding and authorized of approximately $4.5 
billion, leaving an unused lending capacity of about $500 million. Since De- 
cember 31, commitments have been made approaching $200 million, so in spite 
of substantial year-end repayments, the bank’s lending authority has been 
reduced to less than $400 million at this time. 

President Eisenhower announced at the Paris meeting of the North Atlantic 
Treaty Organization, December 16, 1957, that he would “ask Congress to in- 
crease the lending authority of the Export-Import Bank by an additional $2 
billion.” This proposal reflects the conviction that it is necessary for the United 
States to continue to have a strong foreign lending arm. It is of paramount 
importance for emergency purposes that the bank have at all times a lending 
authority of several hundred million dollars. This has been proven to be neces- 
sary in the interest of the United States. 

The bank’s gross income since it was established totals $867 million. From 
this income it has paid all administrative expenses, and met some small losses. 
It is not necessary for Congress to appropriate funds to defray the expenses of 
the Export-Import Bank, for the bank is self-supporting. Over 40 percent of 
the gross income went back to the Treasury, over $200 million in interest being 
paid on funds borrowed from it, and $173 million being paid in dividends on 
capital stock. At the same time the bank has built up earned reserves of $475 
million, equal to about 10 percent of outstanding authorizations of 15 percent 
of actual loan disbursements outstanding. 

During the past 18 months the bank has authorized loans of approximately 
$1.5 billion. Although this total includes the collateralized British loan of 
$500 million, the level of lending has been at the bank’s highest peak in many 
years, exclusive of the British loan. 

For example, in the first 6 months of fiscal 1958 our authorizations were 88 
loans in 24 countries for a total of $468 million, and during fiscal 1957 the bank 
authorized 182 new credits in 36 countries totaling $1,066 million. Of these 
1957 credits 155 were made to private borrowers for a total of $233 million; 
26 loans totaling $333 million were made to governments and government 
agencies. 

To this last figure should be added the previously referred to $500 million 
loan to Great Britain of which $250 million have been drawn down. Incidentally, 
this British loan is a direct pledge of the full faith and credit of Great Britain, 
and, in addition, is collaterally secured with United States investments. 

It is the stated policy of the Congress that the bank should supplement and 
encourage but not compete with private capital. The need for such a govern- 
ment financial institution is based upon the fact that for many years private 
financing has not been able to meet all needs for world trade and investment. 

In making loans under this policy directive of the Congress, we lend for 
specific purposes, and do not simply write checks to cover generalized needs, 
however worthy. This point is perhaps made clearer by explaining that, as a 
general matter, we pay out against specific evidence of materials purchased, 
such as invoices and bills of lading. And even then our payments are for those 
commodities and equipment whose purchase in the United States we have au- 
thorized. To repeat, with minor exceptions, we lend for purchase in the United 
States of the products of our farms, labor, and industry, and for United States 
services such as engineering. 

The bank makes four types of loans. 
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First, we make so-called development loans for the construction of private 
enterprises and public facilities abroad. In these loans we cooperate with most 
major and many of the smaller American firms concerned with trade and in- 
vestment in foreign countries. 

For example, to assist their direct investments abroad we have made loans in 
association with such outstanding firms as American Smelting & Refining Co., 
American & Foreign Power, Bethlehem Steel, Firestone Rubber, Goodrich Rubber, 
Internaeional Telephone, Lone Star Cement Co., Republic Steel, and many others. 
In assisting exports sales for development projects, it would be impossible to 
single out any illustrative group of companies, for they include almost every 
United States firm which regularly exports machinery or equipment that is 
used in development projects. 

Having mentioned the benefit to our own industries and economy, equal em- 
phasis should be laid on the benefits to foreign countries of our development 
lending. When we make a loan, the economic interest of the foreign country 
is considered along with that of the United States. That is not a piece of 
alturism, but simply sound business. Our finest loans are those mutually 
advantageous to both the borrower and lender. 

The most obvious signs of our important and continued contribution to foreign 
economic development are the physical evidence of the many factories, and roads, 
and power plants, and mines, and railroads—all of them built with the bank’s 
assistance. Not always as obvious, but equally real and important, is the effect 
of the bank’s activities in improving our relations with the less developed coun- 
tries, and in improving their general capacity to be stronger, independent mem- 
bers of the free world. On the subject of the bank’s work in the development 
field, reference should perhaps be made to the bank’s statement before the Senate 
Banking and Currency Committee on February 3, 1958. 

The bank is the oldest public institution assisting the less developed countries 
in their aspirations. Thus we have become experienced in making development 
loans while never losing sight of our responsibility to assist the borrowing 
country as well as the United States economy. 

Second, at the request of United States manufacturers, we make what we 
call exporter credits. These assist our United States firms to complete sales 
which they cannot finance entirely through their own resources. Through this 
means we are able to assist directly some of our smaller exporters. It is only 
natural that the larger credits, and particularly those extended to foreign gov- 
ernments, should prove to be most newsworthy and should, therefore, be con- 
sidered by many as constituting the principal operations of the Export-Import 
Bank. Actually, this is not the case. The bank extends many credits at the 
request of individual exporters. We have handled several transactions for a 
few thousand dollars each and have had one credit as small as $550 to help a 
Georgia manufacturer in the sale of a disk plow. 

Third, we make commodity loans, usually for a year, to assist in marketing 
our agricultural commodities abroad. Most notable, over the years we have 
authorized $913.5 million worth of cotton for the sale of 5,261,000 bales. There 
kas never been a delinquency in the payment of either interest or principal on 
these cotton loans. 

Fourth, on exceptional occasions emergency loans have been made to foreign 
governments in order to permit the maintenance or resumption of normal private 
trade with the United States. An example in the $60 million credit to Colombia 
authorized at the end of 1957 to permit the continuation of Columbian purchases 
of United States products. 

This loan was made at the request of Columbian businessmen and bankers who 
were responsible for removing their dictator and without bloodshed. The loan 
was arranged in cooperation with 10 United States private banks which loaned 
Colombia additional sums in order to reestablish normal trade between the 
two countries. Loans of this type are made only after the borrowing government 
has agreed to take necessary steps to remedy the existing situation. 

The policy of Congress and the Board of Directors of the bank provides that 
the proceeds of our loans should be spent in the United States for goods and 
services. In this manner we are assisting in promoting a sound economy at home 
in all of our activities at the Export-Import Bank. 

We have been asked many times lately about the current effect of the bank’s 
activities on United States business. We are keenly aware of the great impor- 
tance of export markets in the life of many communities in the United States. 
A study of this subject was made earlier this year in order to judge the impact on 
the United States economy during the first 6 months of this year from orders 
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placed as a result of recent loans. We estimate from the bank’s operations 
alone, orders placed in the United States will during the first 6 months of this 
year result in the manufacture of approximately $500 million of capital goods. 
Together with our expected financing of about $125 million more in agricultural 
products, it appears that our loans will result each month in about $100 million 
additional business in the United States. 

Although under its own statutory lending authority the bank makes dollar 
loans for purchases in the United States, the bank was directed by the Congress 
last August to undertake lending of certain foreign currency receipts from 
sales under the Agricultural Trade Development and Assistance Act (Public 
Law 480). Under the so-called Cooley amendment to this act, the bank receives 
a portion of foreign currency obtained from sales of surplus agricultural com- 
modities. We will soon begin te lend these currencies for certain types of credits 
to American and foreign private businessmen. These foreign currency loans are 
to be repaid in the same currency in which they are made. Although our experi- 
ence with this program is still being developed, there is reason to believe that 
these and other loans of foreign currencies owned by the United States should 
prove a very useful supplement to our dollar loans for private projects abroad. 

The bank has, throughout its history, bent every effort to supporting private 
enterprise, abroad as well as at home. Not only is it a statutory and cardinal 
principle of the Export-Import Bank that it shall supplement and encourage 
and not compete with private banks, but it is equally the policy of the manage- 
ment that by our acts we shall exemplify our belief that economic development 
ean best be carried out through the medium of private enterprise. 

A study made on this subject, of the loans authorized in Latin America for 
industrial development during the period of July 1, 1945, through June 30, 1956, 
produced some interesting figures. During these 11 years, loans to Latin Ameri- 
can governments totaled $265 million and loans guaranteed by governments 
were $151 million, or a total of $416 million. Loans to private enterprise with- 
out government guaranties were $482 million, which amount exceeds the combined 
total of direct government and government-guaranteed loans. 

The effect of all our loans is widely diffused, and considerably heightened by 
the often overlooked fact that we supply only part of the capital needs for a 
project. We have estimated that for every Export-Import Bank loan dollar in a 
project, there is on the average also invested about $1.50 of other funds. Our 
money goes to work to complement funds supplied by United States banks, insur- 
ance companies, exporters and industrialists, and also supplied by credit institu- 
tions and private enterprises of the countries in which our loans are made. And 
as every successful project grows, it reinvests its capital, with increased needs 
for operating supplies, replacement parts, and new equipment from the United 
States. 

One such case has been worked out in detail—that of the Pacific Steel Co. in 
Chile. Loans from our bank totaling $61.5 million led to placing 7,807 individual 
orders with 780 suppliers in the United States. But in addition the company 
spent, during the 10 years over which our $61 million were disbursed, more 
than twice as much—over $124 million—from its own resources on equipment, 
supplies and services purchased from the United States. 

This is the job of foreign lending, to finance economically sound trade and 
investment. It should be kept in mind, however, that this function has complex 
and widely diffused effects. Sound trade and investment with our friends and 
neighbors leads to great and mutually beneficial results, not only financial and 
economic, but also cultural and political. The foresight of Congress extending 
over a quarter of a century has placed the United States in such position that 
whenever the Soviets propose a loan the United States can point to hundreds of 
United States loans successfully operating. Not only has the United States trade 
been expanded but United States private enterprise technical know-how is kept 
at work throughout the free world. 


[Press release of January 3, 1958] 


AppREss BY LYN: U. STAMBAUGH, First VICE PRESIDENT, Export-IMPoRT BANK 
OF WASHINGTON, BEFORE THE SEMINAR IN ECONOMIC DEVELOPMENT, VANDERBILT 
UNIVERSITY, NASHVILLE, TENN., ON THE ROLE OF THE Export-[MPORT BANK IN 
DEVELOPMENT LENDING 


The Export-Import Bank of Washington is a corporation wholly owned by the 
Government of the United States. The bank’s function as prescribed by its 








276 INTERNATIONAL DEVELOPMENT ASSOCIATION 


congressional charter is to aid in financing and to facilitate trade between the 
United States and other countries. The bank was founded in 1934 and during 
the almost 24 years of its history has developed and proven a set of practices and 
procedures suitable to the conduct of financing United States international trade. 
Most of the policies as developed by the Export-Import Bank have demonstrated 
their soundness in actual practice and today are largely followed by younger 
institutions in the field of international finance. 

A major factor that has entered into evaluation by the bank of practices in 
foreign lending has been certain deplorable experiences in the previous history 
of international finance. In the era when the only purpose of lending in a 
foreign country was to invest capital at attractive rates of interest, large 
amounts were dissipated for purposes which produced small beneficial results, if 
any, for the borrowing country. This circumstance imposed upon borrowers the 
hardship of repaying loans for which little or no value had been received and is 
a burdensome accumulation of defaulted external obligations. 

It was recognized at the outset by the management of the Export-Import 
Bank that practices followed for the sole purpose of financing United States 
sales abroad without regard to the benefit accruing to the purchasing country 
could produce similar evil results; that indiscriminate financing of export could 
result in a contraction rather than an expansion of foreign markets. An export 
which did not produce additional wealth for the importing country would absorb 
a part of that country’s foreign exchange resources without any replacement. 

For these reasons, the bank throughout its history has followed a selective 
policy in deciding what it will and what it will not finance. The bank generally 
has declined to finance purchases by our foreign customers of exports for which 
they do not have the foreign exchange resources or earnings to pay. On the 
contrary, the bank has tried to finance exports that will increase the capacity 
of the purchasing country to earn additional foreign exchange. This has all 
added up to an expanding market abroad for American products. 

It is possible to form a quick conclusion that an institution engaged in financ- 
ing the trade of the United States with foreign countries exists only for the 
benefit of the industrial community of America. This conclusior would, of 
course, be strengthened by the fact that the bank generally makes only what are 
known as tied loans, that is, loans to finance nothing but purchases in the 
United States. The bank does not finance purchases made in other countries or 
local currency expenditures. I think, however, that when the bank’s policies 
which I have just outlined are understood, it will be realized that the benefits 
accruing from the bank’s financing are in no sense unilateral—that although 
United States industry benefits from sales of its products which might not be 
made in the absence of credit facilities, the borrower’s country also benefits 
substantially, and in many cases permanently, when an import capable of pro- 
ducing additional wealth is introduced into its economy. 

The phenomenon of reciprocal benefits is most prevalent and most apparent 
in the case of development financing. And it is in this field of the bank’s 
activities that your seminar is mostly interested. 

On the average of once a month somebody falls into the error of assuming 
that the Export-Import Bank does not do development financing. This error 
usually manifests itself in proposals to create a new bank for that purpose. The 
fact is—and this, of course, is demonstrated by the record—that in the past 
24 years 43 percent of the dollars loaned by the bank has been for development 
purposes. The total is $3.8 billion in 58 countries. 

In glancing through the list of those participating in this seminar, I am im- 
pressed with the fact that many of you are from countries in which substantial 
development loans have been made. By development loans I mean, of course, 
loans made to finance the acquisition in the United States of machinery and 
equipment to be installed and placed in operation in productive industrial plants 
and utilities. This would include power-generating installations, both thermal 
and hydroelectric; transportation facilities (railroads, highways, and barges) ; 
manufacturing plants (steel mills, cement plants, fertilizer plants, textile mills, 
and food-processing plants) ; extraction industries (mines and refineries). 

Export-Import Bank has made loans for these development purposes all over 
the world—in most of the countries of Latin America; several in Africa; many 
in Europe, especially just after World War II, before the Marshall plan was 
undertaken; in the Middle Kast; and, of course, in the Far East. France has 
received the highest dollar volume of the bank’s loans of any country—approxi- 
mately $1.6 billion, consisting largely of the emergency postwar reconstruction 
credits. A Latin American country, Brazil, is second, with about $1.2 billion 
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in dollar volume, a very large percentage of which went for development credits. 
An Asian country, Japan, is third, with $557 million. 
To give you an even more explicit report of the countries in which Export- 


‘Import Bank has made development loans, let me run over the list, naming the 


principal countries: In Latin America: Mexico, Guatemala, Colombia, Ecuador, 
Peru, Chile, Argentina, Bolivia, Brazil, and Venezuela; in Europe: Belgium, The 
Netherlands, France, Austria, Italy, and Spain; in Africa: Liberia, Portuguese 
East Africa, Ethiopia, Union of South Africa, and Egypt; in the Middle Hast: 
Israel, Iran, and Afghanistan; in the Far East: Thailand, Indonesia, New 
Zealand, the Philippines, and Japan. 

Naming countries does not clarify who the borrowers are, however. A sub- 
stantial number of development credits authorized by the bank are made to 
private borrowers. The bank emphasizes that it prefers to lend for development 
purposes to private enterprises whenever possible. It is a fact that the largest 
loan ever made by the bank for economic development was made to a private 
borrower. This loan—for $100 million—was extended to the Southern Peru 
Copper Co. for the development of a large copper deposit in Peru called Toquepala. 
Experience has demonstrated that the bank has been wise to encourage de- 
velopment loans in the private sector. Notwithstanding this preference, the 
bank makes many development loans direct to governments and will continue 
to do so, since various types of economic activities are operated directly by 
governments in some areas of the world. While our preference in development 
loans lies in the private sector, the bank makes most of its development loans 
in the public sector. In fiscal year 1957, for example, 41 percent of the dollars 
loaned by the bank were for development purposes, a total of $436.7 million 
in 18 countries. Of these development loans, 15 were made to governments or 
government agencies. 

To analyze our borrowers still further, sometimes they are United States 
companies operating Overseas, such as the Marcona Mining Corp. in Peru; 
sometimes they are subsidiaries of United States corporations, such as the 
Cuban Telephone Co.; sometimes they are companies such as Industria e 
Comercio de Minerios, which operates a big manganese mining operation in 
the Amazon Valley of Brazil at Amapa, jointly owned by a United States cor- 
poration (Bethlehem Steel) and Brazilian interests; sometimes they are com- 
panies jointly owned by government and private investors abroad, such as the 
Chile Steel Co. at Huachipato; sometimes they are private foreign companies 
such as Fiat in Italy or the National Rayon Corp., Ltd., in India; and some- 
times they are wholly government-owned enterprises such as the National 
Railways of Spain or the Ethiopian Air Lines. 

I know of no better way to tell you how our bank operates in the development 
loan field than to give you a few specific examples of our loans, from inception 
to completion. One of the best known of our development credits, and one of 
the earliest, was to the Brazilian Government for the building of a large 
integrated steel mill at Volta Redonda. 

On July 24, 1940, Oswaldo Aranha, then Foreign Minister of Brazil, wrote a 
letter to Warren Lee Pierson, then President of the Export-Import Bank. The 
letter was carried to Mr. Pierson by Dr. Guilherme Guinle, one of the outstand- 
ing industrialists in Brazil. Its purpose was to introduce Mr. Guinle to Mr. 
Pierson and to present Brazil's final plans for establishing a steelmaking industry 
in Brazil. Dr. Aranha’s letter said, “No other undertaking is more vital for 
Brazil at the present time than this.” 

Although Brazil had many of the raw materials for industrial development, 
the country depended chiefly upon the export of its agricultural products to 
earn the exchange to purchase abroad a minimum of finished goods. It had 
several small steel mills, the largest of which was European-owned and con- 
trolled. Annual imports of structural steel and rails, largely from the United 
States, totaled only about 300,000 tons. In 1939, after private steel companies 
had declined a request from the Brazilian Government to assist in completing 
a Brazilian steel industry, the authorities at Rio de Janeiro turned next to the 
United States Government for assistance. 

Some weeks after Dr. Guinle’s arrival in Washington the decision was made 
that the Export-Import Bank would assist Brazil in financing the development 
of a modern steel industry. 

At that time the tides of war in Europe were flowing strongly in favor of 
Germany. France and the Low Countries having collapsed and the British 
having been driven from the Continent. This decision by the United States 
Government convinced the Brazilian military and Brazilian political leaders that 
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the United States was not following traditional colonial patterns of exploiting 
natural resources of weaker, underdeveloped countries for its own benefit. 
They now realized that the United States accepted the principle defined by 
Jesse H. Jones, Federal Loan Administrator, in a letter to Dr. Aranha that 
“every country should strive to produce as much of the requirements of its 
people as is possible.” 

The United States decision to assist in building the Brazilian steel mill aston- 
ished Latin America. It is no exaggeration to state that it was also little short 
of startling to many Americans. It was, in fact, the first instance of the financ- 
ing of an important industrial project abroad by the bank—the first in a long 
suecession of steel plants, cement plants, and other industrial establishments. 

Many asked what the justification might be for aiding in the setting up of 
a plant which, they assumed, would take away or at least impair a market 
for United States steel producers. The 17 years since then have shown that 
the project was abundantly justified from the United States as well as the 
Brazilian point of view. 

The site chosen for the plant was the town of Volta Redonda, about 65 miles 
northwest of Rio de Janeiro. The steel mill has been known ever since by that 
name—Volta Redonda. It lies in a long valley on one side of which flows the 
Parahyba River and on the other the Central Railroad of Brazil, connecting the 
plant with the large cities of Rio de Janeiro and Sao Paulo. 

The transformation of a sleepy river plantation of a few hundred people has 
been sensational. Where once there were only wide fields there is now a town 
of attractive stuccoed houses on palm-lined streets not unlike a Los Angeles 
suburb, a community of about 40,000 people. School, hospital, and recreation 
facilities—once nonexistence—are now excellent. The outlook of several thou- 
sand workers has been revolutionized by steady and well-paid employment. 

As is true of nearly all the bank’s financing, the $45 million originally granted 
for this project in the early 1940's, the additional $25 million in 1950, and the 
$35 million in 1956 granted for expansion were all for the purchase of equipment 
in the United States. Orders were placed with hundreds, even thousands, of 
United States suppliers located in all parts of the country. Furthermore, the 
Brazilian steel company has spent in the United States for its other purchases of 
supplies and additional equipment even larger amounts of its own dollars from 
Brazil than have been disbursed from the bank’s loans. To mention one major 
supply item, Volta Redonda buys each year over 400,000 tons of West Virginia 
coal, which it uses in addition to about 300,000 tons mined in Brazil. 

While Brazil has some of the greatest iron ore reserves in the world, it pro- 
duced in 1939 only 114,000 tons of steel ingots. By 1955 the figure had risen to 
1,156,000 tons, of which Volta Redonda accounted for 665,000. The program now 
being carried out with the latest loan will bring the company’s ingot production 
to around 1 million tons before 1960. 

A development that not many would have anticipated in 1940 is that in spite 
of the greatest increases in Brazil’s own steel production, both at Volta Redonda 
and in the plants of its Brazilian competitors, more steel is still being imported 
into Brazil than in the pre-Volta Redonda era. This stems in no small degree 
from the upsurge in industrial output that was touched off by Volta Redonda 
itself. 

Since production commenced in 1946, the availability of locally produced sheet, 
plates, and other steel products has stimulated or brought into being dozens of 
new steel-using industries ranging from railway cars to refrigerators. 

All along the 250-mile route from Rio to Sao Paulo and in the Sao Paula area 
new plants are springing up almost from 1 month to another. Ford and General 
Motors, who have long had assembly plants in Brazil, have recently announced 
plans to build truck plants in and near Sao Paulo which will use, for the most 
part, Brazilian steel and locally produced components. The Volta Redonda 
plant has been a prime factor in much of this development. Furthermore, as 
Brazilian industrial development progressed, imports of steel from the United 
States had by 1951 increased in volume by more than one-third. 

The Brazilian costs of the project—and to a certain extent some of the dollar 
costs—have been covered by Brazilian investment. More than $20 million of the 
Export-Import Bank loans have already been repaid. The company has had the 
benefit of excellent Brazilian management. Operation has been profitable and 
Volta Redonda is the largest taxpayer in the State of Rio de Janeiro. Provision 
for depreciation and improvements is being made at a rate which now exceeds 
$20 million a year. This American-engineered plant is the finest in Latin Amer- 
ica and has been a dramatic showcase for American design and methods. 
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Throughout the development of this plant the company has been assisted in the 
technical and economic planning and construction principally by two large United 
States firms of consultants with wide steel mill experience; namely, Koppers 
Co. and Arthur G. McKee & Co. During the early days of plant operation a 
substantial number of the supervisory and skilled workers (perhaps a hundred 
or more) were from the United States or Europe, but now, after 10 years of 
training, this has been considerably reduced. 

This first large industrial project financed by the bank still stands out as one 
of its best. It supplies ample proof that a successful formula has been evolved 
by the bank for assisting the development of other countries while financing 
production in United States plants which helps to keep them busy and their 
work forces occupied. 

Finally, Volta Redonda has generated a need for exports from the United 
States to operate the mill. These United States exports include coal, spare parts, 
new equipment and technical services. Since 1950 they have been averaging 
about $12 million annually, totaling thus far some $84 million, perhaps more. 
This export business for the United States will continue at the same rate for 
the foreseeable future. 

One of the more successful operations in economic development financing by the 
Export-Import Bank has been carried out in Italy. Here it is just not a single 
loan that has been significant but rather the method which was followed in mak- 
ing a series of loans for different types of development. 

Early in 1947, at the request of the Italian Government, the bank agreed to 
consider the extension of credits aggregating $100 million for the purpose of 
helping specific Italian industries obtain equipment and raw materials from the 
United States. In May and June of 1947 representatives of the bank spent 4 weeks 
in Italy for exploratory discussions with industrialists, bankers, and fiscal opera- 
tors and to survey industrial conditions. It was agreed that the credits would be 
made available to the individual Italian companies through the facilities of 
Istituto Mobiliare Italiano, usually known by its initials as IMI, an official agency 
for the extension of medium- and long-term industrial credits. 

The procedure worked this way: as a first step, applications of Italian com- 
panies were made to IMI. Those applications acceptable to IMI were recom- 
mended by IMI to the Export-Import Bank. The individual credits were estab- 
lished by the bank in favor of IMI and against its obligations guaranteed by the 
Italian Government. But in each instance the credit was for the exclusive use of 
a particular firm and only for the acquisition of items set forth in the credit 
agreement. Credits were made only for companies in those sectors of Italian 
industry which directly or indirectly produced for export or otherwise would 
affect favorably Italy’s foreign exchange position. 

For 10 years the bank has experienced satisfactory relationships with Italian 
concerns through this arrangement of loans through a local financial institution. 
Thirty-three credits for $151.2 million were established. As of April 30, 1957, 
repayments of $86.2 million have been made on the bank’s disbursements of $114 
million. Thus a great number of Italian firms obtained necessary United States 
machinery and equipment. These credits have assisted Italy in expanding and 
modernizing shipyards, steel mills, metallurgical industries, machine tool indus- 
tries, and many other industrial activities, strengthening the country’s economy, 
improving its standard of living, and creating a better market in Italy for United 
States exporters. 

This method of development lending accomplished the double objective of en- 
couraging both private capital markets and private enterprise in Italy, while 
avoiding the difficult administrative problem for the bank of dealing directly 
with a large number of applicants. 

One of the bank’s development loans which has attracted considerable interest 
was authorized by 2% years ago in Thailand. The Siam Cement Co., one-half 
owned by the Thai royal family and the only concern producing cement in that 
country, wanted to install a new kiln. This would enable the company to step 
up its production of clinker—the fused material from which cement is ground— 
by 180,000 tons a year, freeing the company from importing an equal amount from 
aboard and saving the country substantial foreign exchange annually. 

The bank authorized a loan of $1,250,000 for the purchase in the United States 
of the necessary power equipment and rotary kiln. Three United States sup- 
pliers—Westinghouse International Electric Co., Combustion Engineering, Inc., 
and the Worthington Corp. participated in the financing up to 20 percent. Nor- 
mally, in the bank’s development loans, United States suppliers do not participate 
because in such types of loans from dozens to hundreds of suppliers are involved 
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and participation would become unmanageable. By the participation of these 
companies in this case, the Siam Cement Co, was able to increase the amount of 
equipment purchased in the United States. 

As the orders were placed and shipments of equipment to Thailand began, al) 
went well. But when it came to delivering the 395-foot-long kiln, engineers of 
the F. L. Smith Co., of New York, faced a problem. The Luang plant of the Siam 
Cement Co. is located about 60 miles up the Pa Sak River from Bangkok. Un- 
loading facilities for this 300-ton kiln were unavailable and use of railroads for 
shipment overland would have meant building the kiln in many small sections. 
So the engineers built the kiln in seven sections, sealed up both ends of each, 
lowered them over the side of the ship at Bangkok and towed them up the river, 
At the plant the engineers constructed a series of earth and concrete cofferdams, 
not unlike the locks in a canal. Then, by sealing the dams behind the kiln sec- 
tions and raising the water level, they lifted the sections 26 feet above the river, 
floating them to the precise point of installation, where they were hoisted into 
place by a heavy wooden crane, manually operated with pulleys. The job took 
less than 3 weeks. 

This illustrates another point in the problems of economic development financ- 
ing. Capital, though an essential condition in developing or expanding an 
enterprise, is not sufficient by itself. Other assistance is needed—téchnical 
asistance. Without competent technicians to install new industries, these often 
cannot be established and without competent technicians on the scene to begin 
a new industry’s production, it cannot be operated—a fact of life recently em- 
phasized also by the Stanford Research Institute which sponsored in part the 
recent International Industrial Development Conference at San Francisco. 

The bank has found in its experiences all over the world that most peoples 
have aptitude for learning to operate modern industrial machinery, whether 
cement mills, bulldozers, or mining machinery. The bank’s experience has 
shown that in Afganistan, in Peru, in Liberia, in Indonesia—in fact, in almost 
any country you wish to name—local skilled labor can be trained to carry on 
fairly complicated industrial operations after a period of time. But in the be- 
ginning, assistance and technical training from the United States must be pro- 
vided for in the overall financing of development projects. 

At the start of this talk I indicated that Japan is a country high on the list 
in dollar volume of the bank’s loans. While much of this lending is to finance 
export of United States raw cotton to Japan and other commodities—on terms 
of 9 to 12 months—the bank is engaged in an interesting development loan pro- 
gram in that country to assist in increasing its electrical power output, in which 
there has been a shortage since the war. In the past 2 years the bank has au- 
thorized 9 credits totaling $62.5 million for thermal generating units in Japan. 
This program will increase electrical generating capacity in Japan by 1,526,000 
kilowatts. 

The Japanese electric companies have faced a serious shortage of electric 
energy since the war. The electric supply was basically from run-of-river 
hydroelectric plants and seasonal shortages of water resulted in continuous cur- 
tailments in the use of electric energy. Since about 1950 electric companies in 
Japan have recognized the necessity of installing large thermal electric gener- 
ating units in order to firm up the electric supply. 

Japan’s economy has made remarkable progress over the past 10 years. But 
by 1957 this industrial activity had reached a point where, for the first time dur- 
ing this industrial recovery, shortages of raw materials and of investment capital 
threatened to develop serious inflationary pressures. 

Japanese industry being so dependent on an adequate supply of electric energy, 
the power companies will be hard pressed to meet the demands placed upon them 
through 1960, From 1961 on, however, this shortage will be alleviated. 

In view of Japan’s dependence on processing and fabricating raw materials 
for export which requires large amounts of power, no single field of investment 
in Japan is more important than power today. 

These thermal generating units are being manufactured and installed by In- 
ternational General Electric Co. and Westinghouse Electric International Co. 
Some of these units will generate 175,000 kilowatts, a very sizable operation in- 
deed. In addition, the Japanese themselves will manufacture and install similar 
thermal generating units under licensing agreements with the American com- 
panies. 

The problem in making a comprehensive talk such as this one is to know when 
to stop. While I have discussed in detail some of our development loans, I really 
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have barely scratched the surface. We have financed or are financing the devel- 
opment and improvement of railroads in Argentina, Brazil, Iran, and Portu- 
guese East Africa; we have financed the development of iron mines in Brazil, 
Canada, Peru, and Liberia; we have financed, or are financing, the development 
of cement mills in Guatemala and Indonesia, as well as in Thailand; we have 
loaned large sums for agricultural irrigation operations, large and small, another 
form of development, in Afghanistan, Haiti, Israel, The Philippines, and Syria ; 
we have financed or are financing highway construction in several Central 
American republics, Iran, and Liberia; we are financing at this time the very 
large copper project which I mentioned—Toquepala in Peru—at 12,000 feet in 
the Andes, a big story in itself; and we are financing the development or expan- 
sion of steel mills, basic to industrial growth in any country, in Austria, Brazil, 
Chile, Germany, Japan, and Mexico. 

Most of these development lending programs are sizable in terms of dollars. 
Let me close by telling you about one agricultural development loan of only 
$161,000—in Costa Rica, a story with considerable human appeal. 

In 1951 a colonization society called SICA for short (Societa Italiana de 
Colonizzazione Agricola) was organized for the purpose of promoting land settle- 
ment and the creation of agricultural centers and farms in Central America. 
The company was established by a group of Italian and Costa Rican business- 
men and its operations thus far have consisted of developing the Rio Brus colony 
in the south central part of Costa Rica. Both the Costa Rican and Italian 
Governments supported this colonization project. Costa Rica provided a grant 
of land on its southern plateau and contributed various public services. 
Assistance from Italy was obtained in the form of long-term loans. 

The colony is located on the upper and hilly reaches of a valley which parallels 
the Pacific coast about 63 kilometers inland from the port of Golfito. In August 
1952 four families arrived from Italy and began clearing a previously uninhabited 
forest region. Since that time approximately 3,750 acres have been cleared 
and 53 Italian families are engaged in farming their own land. 

In addition to the farms which have been put under cultivation, the settlers 
have built houses and community facilities in a new village called San Vito del 
Java, which contains a powerplant, school, chapel, and dispensary. All in all, 
there are about 800 people in the colony of which 330 are Italian emigrants and 
400 Costa Ricans. 

Under its contract with the Costa Rican Government, SICA is obliged to 
settle between 250 and 300 families within 10 years. 

One day late in 1955, the executive director of this project called unannounced 
at the bank and asked for a loan with which to purchase machines in the 
United States for land clearing, road construction, and other purposes. Some 
of our people thought that he SICA group did not offer the bank “reasonable 
assurance of repayment,” which the law under. which the bank operates requires. 
Accordingly, this man was not encouraged in his application and someone at the 
bank casually mentioned that if he could get a guaranty of repayment from 
the Costa Rican legislature the bank would make the loan. 

From that point on the bank forgot all about the matter. About a year later 
the man from Costa Rica returned. He laid a copy of special legislation by the 
Costa Rican legislature on our desk, guaranteeing repayment, and politely 
asked for his loan. You can be sure that he got it, and right at this time the 
money is being disbursed by the bank to pay for the equipment which this brave 
little agricultural group down in Costa Rica sorely needs as it builds a new life, 
creating an agricultural society where just a few years ago there was only 
jungle. 

The SICA settlement has excellent prospects for producing exceptional yields 
of high-grade coffee, one of Costa Rica’s main exports. But this depends on 
the completion of access and feeder roads which would provide the settlement 
with an all-weather link to the seaport and the new Inter-American Highway 
now under construction and for special equipment to produce and prepare the 
coffee. The equipment now being purchased with the loan will enable the road 
work to be completed and the coffee to be grown and prepared for market. 

While our directors, officers, and staff at Eximbank take pride in all of our 
development lending, we had a special satisfaction in making this particular 
loan—for reasons this group especially can appreciate. 
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Tue RoLe or THE Export-IMport BANK, WITH PARTICULAR REFERENCE TO THE 
MippLe East AND THE UNDERDEVELOPED COUNTRIES OF ASIA 


By G. A. Blowers, director, January 31, 1958 


The Export-Import Bank was first established to facilitate trade between the 
United States and Russia. No loan was ever made to Russia and within a very 
short period it became the policy of the bank to finance trade with any country 
except Russia. Although the end purpose of the bank, as originally set up, 
was to move United States goods into the export market, those charged with 
its management soon discovered that the bank could serve this purpose best by 
helping the underdeveloped countries of the world to increase the productive 
capacities of their economies, thereby improving living standards and increasing 
purchasing power. 

The bank, therefore, has followed a policy of financing capital goods exports 
as a means of gaining this end. This gives its loans something of a self-liqui- 
dating character as regards dollar costs since the emphasis is always on projects 
which will either earn or save foreign exchange for the borrowing country. 
There is another very good reason for the bank’s policy of financing long-term 
capital goods. Short-term consumer goods can be financed through private 
channels to a much greater extent than can capital goods. So the bank’s policy 
has the added advantage of financing a large volume of goods which otherwise 
would probably not be sold at all by United States manufacturers because of 
absence of other financing. 

During 1957, United States exports probably reached a total of $20 billion, 
or around 5 percent of our gross national product. The importance of our 
export trade to our country may be better realized when we consider its magni- 
tude relative to 1 or 2 specific sectors of production about which we hear so 
much. 

For instance, the dollar value of our 1957 exports far exceeded the dollar 
value of the entire output of the automobile industry or of the housing industry 
in that year. The production of goods for export provided 4.5 million jobs. 
Twenty-five percent of our wheat crop and 20 percent of our cotton crop was sold 
abroad. The bank’s contribution to this trade is important by any measure. 
It is estimated that for last year our loans directly financed United States 
exports totalling $785 million and directly resulted in United States investments 
abroad of nearly $1% billion. 

Having given this brief account of the role of the bank as a stimulator of our 
export trade, I should like to say a word about the importance of development 
in the Middle East and the underdeveloped countries of Asia before discussing 
the role of the Export-Import Bank in this area. 

The world’s underdeveloped countries are undergoing a profound transforma- 
tion. They are increasingly disturbed by the material weaknesses of their old 
societies in contrast to the wealth and power of the West. They have awakened 
to a realization that there is an alternative to the poverty and weakness they 
have known—that they can, within limits, remake their way of life to achieve 
greater material benefits for their peoples and greater power for their nations. 

So far there is no clear indication of what kinds of societies will ultimately 
emerge. Among the masses of the people the awakening process has just begun. 
But whatever comes, this historic transformation and its uncertain outcome 
raise serious problems for the United States and for our major allies. The 
extent to which these vast territories and masses of people turn to the democra- 
cies or alternatively to the totalitarian powers for assistance and guidance 
ultimately may determine the political shape of the world. This is only too 
evident today in the light of what has happened in Indonesia, Egypt, Syria, and 
Yemen, 

Finding ways to help the peoples of this vast region to build successful and 
economically healthy nations which can feel secure from each other and with 
which the West can live in peace is one of the most difficult challenges our 
country has ever faced. 

The challenge has been made more real and more difficult to meet by the 
developments of the past several months. Countries which already had severely 
reduced their reserves of foreign exchange are now faced with reduced dollar 
earnings because of the rapid decline of commodity prices and the leveling off 
of economic activity in the United States. Even the oil-rich countries have had 
a temporary decline in income due to the closing of the Suez Canal. 

In order to maintain imports of essentials it has become necessary to cut back 
ambitious development plans—ambitious in terms of resources to finance them 
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but not necessarily ambitious in terms of needs. These needs are not to be 
denied. They will be met one way or another. 

Such situations are made to order for Soviet penetration. Every day we read 
of more offers by the Soviets of loans repayable in commodities : appealing offers 
indeed to countries desperately trying to save their development programs from 
cutbacks and suffering from an acute case of foreign exchange shortage. Such 
offers appear to promise liberation from dependence upon the markets of the 
West and the lack of ability or desire of the Soviets to perform may be discov- 
ered too late. 

It will take all the resources the Western powers can muster to save the East 
from further Soviet penetration. If an all-out effort is not made, it will be due 
to a failure to understand the catastrophic changes that will take place if this 
important heartland and oil reservoir falls under the domination of the Soviets. 

The circumstances do not necessarily call for an outpouring of unlimited 
resources. More imporant is continuity of purpose and some assurance that 
development will go ahead at the optimum rate without undue setbacks which 
are all too certain if programs of development are pushed beyond the capacity 
of the country to absorb. This calls for sound methods of financing and careful 
guidance for the inexperienced. 

Although there is room for far more sound financing than we have done, the 
bank has not been inactive in this area in the past. Altogether Eximbank loans 
to Asia which in our books includes the Middle East have totaled almost $1.4 
billion. In Turkey we have loaned $38 million for postwar rehabilitation of 
transport and industry; in Israel $135 million for irrigation, land development, 
and the like. In Afghanistan $39.5 million for the development of the Helmand 
Valley project; in Saudi Arabia we have loaned a total of $15 million for roads, 
generating equipment, and harbor development; in Egypt $7.4 million for a fer- 
tilizer plant; in Iraq $490,000 for earth moving equipment, and a small loan in 
Syria for water-well drilling equipment. In Iran we have authorized a line of 
credit in the amount of $53 million, part of which has been used for diesel loco- 
motives, road maintenance, and other projects which will tie in with the de- 
velopments being undertaken under their 7-year plan. In Turkey, we have 
currently in our portfolio loans of $9.8 million for grain storage, coal-mine equip- 
ment and other such projects, and in Pakistan $3.2 million for aircraft. 

We have practically no loans in India, but as you will have read in the papers, 
willingness to entertain substantial loan requests from India has been an- 
nounced. The Indian problem is a mammoth one. The population problem is 
huge—15,000 additional mouths to feed every day. For years to come, every 
source of sound financing of development will have to be tapped and the money 
soundly invested and used efficiently if progress is to be shown in lifting the 
standard of living of the Indian people. 

It is more than likely that the magnificent efforts of the Indian Government 
to improve the well-being of her people will not succeed until the rate of popula- 
tion growth is retarded. It das been estimated an investment of the equiva- 
lent of $200 per person or a total of $1 billion per year is required merely to 
sustain present living standards. It will be seen, therefore, that India’s develop- 
ment plans must be ambitious merely to prevent stagnation or retrogression. 
The first 5-year plan increased per capita income by 11 percent. Success or 
failure of her development programs in the long run will be measured by the 
degree to which she is able to reduce the huge numbers of unemployed and un- 
deremployed. For our country, of course, the important thing is that India 
shall succeed and remain economically and politically free. If she should fail 
in this and go the road on which Indonesia seems to be going, the catastrophic 
consequences for the free world would be hard to exaggerate. 

It must be admitted that India is near the brink. Her program must receive 
substantial external assistance or the government will have increasingly to 
adopt authoritarian methods to force savings and to limit investment to pro- 
gram purposes. 

To give you an insight into the kind of development programs the bank has 
participated in over the years, perhaps it would be helpful for me to describe 2 
or 3 we have financed in the Middle East and Asia. 

First, let me tell you of a harbor we financed in Saudi Arabia. This devel- 
opment has probably been of more service to more people from more countries 
than any other project the bank has financed. Jeddah, on the shores of the Red 

Sea, as you know, has for centuries been the landing place for the great major- 
ity of Moslems making their pilgrimage to Mecca and Medina. At the time of 
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the Hadj—that is the pilgrimage—from 100,000 to 200,000 pilgrims land at Jed- 
dah within a period of 2 or 3 weeks. Before this harbor was built, the ships 
which brought pilgrim from their native countries were unable to come into the 
_ harbor and, therefore, anchored about 2 miles offshore. The pilgrims were taken 
from ship to shore by dhows. These dhows were propelled by a single sail, 
not by oars or engines. You can imagine the confusion that existed when 
5,000 to 10,000 pilgrims were unloaded each day in this manner under the best 
of conditions. Imagine the havoc created either by a strong wind or offshore 
wind or the lack of any wind at all. 

The owners of these dhows were highly organized and succeeded for years 
in preventing the government from building a harbor. Finally Sheikh Abdulla 
Alsuleiman, Finance Minister, was able to overcome the opposition of the dhow 
organization and with a loan from the Eximbank built a fine harbor and dock at 
which the pilgrim ships could tie up and unload their passengers. Today the 
pilgrim ships enter the harbor and unload as many as ten to fifteen thousand 
pilgrims in 1 day. Few other ports in the world are capable of handling this 
many arrivals in 1 day and of moving them out of the port area as is done in 
Jeddah. 

Second. The bank has helped develop the Helmand Valley in the southern 
part of Afghanistan. This project was originally conceived before the war and 
undertaken by Afghans with the help of Japanese technicians. In 1946 Mor- 
rison-Knudsen & Co., of Boise, Idaho, was employed by the Afghans to continue 
and expand the work. Morrison-Knudsen engineered the project and drew up 
plans for an integrated valley development including two major dams and a 
comprehensive survey to determine which lands were best suited for inclusion 
under the scheme. The Afghans have to date invested more than $90 million 
in the Helmand Valley development, including the proceeds of the two loans 
from the Eximbank totaling nearly $40 million. Two great dams and a network 
of irrigation and drainage canals serving more than 300,000 acres have been 
completed. The engineering and construction work has advanced at a much 
greater rate than has the ancillary job of training nomads to farm the land, 
preparing the land for cultivation, working out an orderly plan for distributing 
land and of training technicians to operate the dams and irrigation system. ICA 
is currently providing assistance in all these fields and it is hoped that with other 
help the Government will be able to make its operating control of the project 
more effective. Already the dams have made a considerable contribution in 
that productivity of land already under cultivation has greatly increased. Before 
the dams were built, these lands produced a crop only when the rainfall came in 
sufficient amounts at the right season. Now they can produce two crops each 
year without fail. 

There has been considerable comment in the press about the Helmand Valley 
project. It presents an excellent example of the fact that development must be 
a balanced effort and can be successful only if good engineering and good con- 
struction are accompanied by timely and adequafe effort in developing the human 
resources of the country to operate and to benefit from the project. Former 
Governor Jordon of Idaho, who headed a United States Government mission to 
Afghanistan in 1957, made this statement: 

“We consider that general progress in the Helmand Valley is already proof 
of substantial benefit to the Nation. There has been some disappointment that 
it has not been more rapid and spectacular in its demonstrated benefits but, in 
large measure, this is because in many instances unrealistic expectations were 
entertained. It has been the invariable experience with comparable reclama- 
tion projects in the United States that time is an essential element in the ultimate 
and full success of such developments. The Helmand Valley development can 
be no exception.” 

Another of the bank’s development loans which has attracted considerable in- 
terest was authorized about 2% years ago in Thailand. The Siam Cement Co., 
one-half owned by the Thai royal family and the only concern producing cement 
in that country, wanted to install a new kiln. This would enable the company 
to step up its production of clinker—the fused material from which cement 
is ground—by 180,000 tons a year, freeing the company from importing an equal 
amount from abroad and saving the country substantial foreign exchange an- 
nually. 

The bank authorized a loan of $1,250,000 for the purchase in the United States 
of the necessary power equipment and rotary kiln. As the orders were placed 
and shipments of equipment to Thailand began, all went well. But when it came 
to delivering the 395-foot-long kiln, engineers of the F. L. Smith Co. of New York 
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faced a problem. The Luang plant of the Siam Cement Co. is located about 60 
miles up the Pa Sak River from Bangkok. Unloading facilities for this 300-ton 
kiln were unavailable and use of railroads for shipment overland would have 
meant building the:kiln in many small sections. So the engineers built the kiln 
in seven sections, sealed up both ends of each, lowered them over the side of 
the ship at Bangkok and towed them up the river. At the plant the engineers 
constructed a series of earth and concrete cofferdams, not unlike the locks in a 
canal. Then, by sealing the dams behind the kiln sections and raising the water 
level, they lifted the sections 26 feet above the river, floating them to the precise 
point of installation, where they were hoisted into place by a heavy wooden 
crane, manually operated with pulleys. This job took less than 3 weeks. 

This project again illustrates the point that capital though an essential condi- 
tion in developing or expanding an enterprise, is not sufficient by itself. Other 
assistance is needed—technical assistance. Without competent technicians for 
installation, new industries often cannot be established and without competent 
technicians on the scene to begin a new industry’s production, they cannot be 
operated—a fact of life recently emphasized also by the Standard Research 
Institute which sponsored in part the recent International Industrial Development 
Conference at San Francisco. 

The bank has found in its experiences all over the world that most peoples-have 
amazing aptitude for learning to operate modern industrial machinery, whether 
modern dams, cement mills, bulldozers, or mining machinery. The bank’s ex- 
perience has demonstrated this in Peru, in Liberia, in Indonesia—in fact in al- 
most any country you wish to name—local labor can quickly be trained in skills 
to carry on complicated industrial operations. But in the beginning, in most 
instances, outside assistance and technical training must be provided for in the 
overall financing of development projects. 

I hope these illustrations have served to show something of the variety of ex- 
perience the bank has had over the years. In fact, we have financed exports to 
68 different countries and development projects in a great number of these. You 
who know the Middle East will know that there are a multitude of economically 
sound projects in that area which need outside assistance. The extent to which 
the bank can help meet these needs in the future will depend, of course, upon 
political and economic developments in that area and upon how much the 
countries and people of this region desire help from us. 

The Export-Import Bank is limited by statute to the making of loans which 
offer a reasonable assurance of repayment.and is specifically directed not to com- 
pete with private financing. Our loans are tied loans—that is, the proceeds of our 
loans must be used to pay for actual exports from this country of either goods or 
services. We are unwilling to assist with the local currency costs of the projects 
which we finance. On this latter point we feel strongly that to do so we would 
be entering a field where we have every right to expect self-help by the borrower: 
A field in which assistance from the bank would either develop or aggravate 
inflationary pressures. Within these limitations the role of the bank could still 
be an active one. The really limiting factors are those found within the countries 
of the potential borrowers. 

Worthwhile and solid accomplishments in this area through the introduction 
of industry and modern methods of cultivation will require more than dollar 
loans or grants. It will necessitate the acceptance of new techniques and the 
development of new attitude toward production, savings, and investments. 
There is a need for changes in basic social patterns and a willingness on the 
part of certain thus far privileged social groups to carry their share of the 
burdens which any program of rapid economic development is bound to entail. 

From this brief statement I believe that it becomes clear that successful devel- 
opment will not come without great changes in the way of life of large segments 
of the population of the middle-eastern countries. Governments will have to 
incur dollar debt, and significant internal and external adjustments will have 
to be made. If agencies of our Government assist with this development what 
is the responsibility of our Government? Is it enough to lend dollars and give 
technical assistance? Can we give or lend enough dollars to do the job? We 
are spread pretty thin already. As a creditor nation, making government to gov- 
ernment loans which we expect to be repaid, we have numerous responsibilities 
toward our debtors. Among these, two are outstanding, and I wish to comment 
upon them briefly. 

First, it is extremely important to us from the domestic point of view, to main- 
tain a high level of economic activity, and it is the single most important contri- 
bution which this country can make and must make to economic stability and 
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economic growth throughout the free world. We cannot afford in the present 
state of affairs to have our steel mills operating at 60 percent of capacity and to 
have over 4 million unemployed workers when development efforts and the eco- 
nomic and political stability of many of our allies in turn depend upon an ex- 
panding economy and expanding markets in the United States. 

Secondly recent gains of the Soviets in the field of economic penetration have 
been greatly assisted by their willingness to take the products of the countries 
on which they are concentrating. Already they take 40 percent of Egypt’s ex- 
ports and 30 percent of Iceland’s. Has it not become painfully obvious that it is 
of the utmost importance economically and politically that we liberalize our im- 
port policies and thereby open the way for our partners in open competition to 
increase their dollar earnings? Is there not an all-around advantage if they are 
enabled to finance a larger part of their development program out of these in- 
creased earnings? 

Development is a long-term problem, and a long-run solution is required to deal 
with it. Any long-run solution must rely more on liberalized trade policies and 
less on emergency handouts, grants, and so-called soft loans. The long-run solu- 
tion must be based solidly on the common national economic interest. It will 
be fatal to continue to try to meet the threat of all-out economic war with trade 
policies grounded in special short-run interests of protected industries. I do not 
propose that this will cure the economic ills of the world. You can be quite 
sure that some of those countries which have a high propensity to inflate will 
continue to try to live beyond their means. Liberalizing our trade policies will 
not remove the need for dollar loans and in some cases dollar grants, but it will 
reduce the burden. The domestic gains will be great but probably more impor- 
tant still, our Government will be in a far stronger moral position to expect better 
economic and political conduct on the part of other countries. 

In the climate which such policies would produce, the Export-Import Bank 
would begin to fulfill with much more promise of success its major role which is 
that of encouraging private capital to undertake the long-term finanding of 
development abroad. 

Before concluding I would like to put in a plug for the Export-Import Bank. 
I am pleased to be able to report to you, most of whom as taxpayers are share- 
holders in the Export-Import Bank, that our activities have cost you nothing. 
Instead, the bank earns a tidy profit for Government of around $5 million per 
month. During its 24 years of life, the bank has authorized just about $9 bil- 
lion of loans. It has actually disbursed $6 billion of which $3 billion has been 
repaid. During the fiscal year 1957 the bank authorized new credits totalling 
$1,066 million. The bank has always paid its way. After paying all operating 
expenses, including interest on all it has borrowed from the United States 
Treasury and after paying to the Treasury more than $173 million in divi- 
dends, the bank has accumulated reserves out of earnings of $475.6 million. Our 
losses during the last 24 years have been small and it is the belief of the direc- 
tors that we have sufficient reserves to cover any foreseeable losses several times 
over. 


Tue IMPACT OF DEVELOPMENT LENDING BY THE Export-IMporRT BANK IN 
LATIN AMERICA 


(Address by Vance Brand, director, Export-Import Bank of Washington, 
before the Worcester Economic Club, Worcester, Mass., on January 6, 1958) 


A metropolitan newspaper took a recent occasion—when the President pro- 
posed at the NATO meeting that the Export-Import Bank be given an additional 
$2 billion in loan funds—to refer, in its words, to “the staid, little-noticed 
Export-Import Bank.” 

Now my presence tonight raises some mild question about the accuracy of 
this description. It would be pleasing to think that your gracious invitation 
to me was a purely personal compliment. But after thinking it over I am 
forced, however reluctantly, to conclude that you must have noticed the Export- 
Import Bank already. 

However, the authority of the newspaper in question is so great that I de- 
cided, since it found this item of sufficient importance to print as a first-page 
story, that I might ask you to notice a few general facts about the banking 
institution which I have the honor to serve as a member of the Board of Directors. 

Next year the Export-Import Bank will celebrate its 25th anniversary as the 
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major foreign lending arm of the United States Government. The bank has 
authorized loans totaling $9 billion. These authorizations were to assist pay- 
ment for equipment and services to be purchased in the United States—the 
fruit of our labor and capital. About $1.6 billion was not used because of 
cancellations or because we were able to have the commitment taken over by 
private lenders. Of the remainder the bank has disbursed nearly $6 billion, 
and almost exactly $3 billion of this has been repaid. 

The bank’s loan funds come from three sources: First, there is our capital 
stock of $1 billion, which is owned by the Treasury; second, we are authorized 
to borrow up to $4 billion from the Treasury; and, third, we keep at work 
the $470 million in reserves or undivided profits which we have accumulated. 

Our lending authority is restricted to $5 billion, which is the total of our 
capital stock and our authority to borrow from the Treasury. It is the proposal 
to increase our lending authority by $2 billion that has recently been deemed so 
worthy of notice. This proposal reflects the conviction that it is necessary for 
the United States to have a stronger foreign lending arm. Our books on Novem- 
ber 30 last showed outstanding loans and authorizations in 59 countries of about 
$4.5 billion. This leaves unused a lending power of only about $500 million. 

The bank’s gross earnings since it was established total $858 million. From 
these earnings we have paid all our administrative expenses, and met some small 
losses. Thus you see it is not necessary for Congress to appropriate funds to 
defray the expenses of the Export-Import Bank. Our institution is more than 
self-supporting. We have not only paid the Treasury $200 million in interest on 
funds borrowed from it, but paid $173 million in dividends on our capital stock, 
while building up reserves equal to about 10 percent of outstanding authoriza- 
tions or 15 percent of actual loan disbursements outstanding. 

These figures, covering the history of six administrations, may leave a blurred 
impression. It may sharpen the focus a little to look only at the last fiscal year 
and the first 6 months of the current fiscal year. 

In the year ended June 30, 1957, we authorized 182 loans to 36 countries in the 
amount of $1,066,000,000. Even without the half billion dollar authorization to 
the United Kingdom, loans last year were greater than our annual average of 
the preceding 10 years. Our net income of $60.5 million was the highest on record 
and resulted in an increase in our reserves to the highest figure yet attained. 

During the last 6 months our activity has been maintained on a high level, 
with loans authorized of over $460 million for use in 25 countries. 

Having given due and sufficient notice of the Export-Import Bank, let me now 
give equal emphasis to Latin America. Then I will discuss how the twain shall 
meet, and the impact of their meeting. 

Latin American countries, many people say, are cursed by low income and un- 
stable governments, but blessed with large, unexploited natural resources. Their 
economies are highly dependent on international trade movements, and made 
shakier by chronic inflation. They constitute a large market for United States 
trade and investment, which is to our mutual benefit. The growth potential of 
this market is great but limited sometimes by their own economic policies, and 
always by shortage of enterprise and capital. 

The most common indication of a country’s economic development is through 
comparisons of per capita national income. Our own is about $2,000. By this 
standard, all Latin American countries are poor. The best off is Venezuela, with 
an income of about $450, followed by Cuba and Uruguay, with about $300 per per- 
son. But it is not useful simply to lump such countries with Bolivia; Haiti, and 
Paraguay, each of which has a per capita income of less than $100 per year. 
The diversity within Latin America is as striking, and probably as important, as 
any comparison with the United States. 

As for the presence of large, unexploited natural resources, this may be ques- 
tioned from some points of view. First, there is a world of difference, partly re- 
flected in their national income statistics, between the present resource picture 
of Bolivia and Chile, or between Ecuador and Brazil, or between Haiti and Mex- 
ico. Second, in many ways and in particular places Latin America is an old 
area, with some of its lands and minerals intensely used for centuries, and even 
badly worked out in some instances. What may be both true and important, is 
that much of the untapped resources in land, in mineral wealth, and in hydro- 
electric sites may require very large-scale investment under extremely competent 
management to become economically efficient. One thinks immdiately of oil, but 
it is qually true of large-scale deposits of relatively low-grade or inaccessible 
metals, of very arid or on the other hand tropically too lush lands, and of rela- 
tively inaccessible sites for hydroelectric power. 
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The rest of the generalizations are possibly more secure. The Latin American 
countries depend heavily on their export trade to maintain, let alone to in- 
crease, their living standards. For almost all the countries, 80 to 95 percent 
of their export receipts come from 2, or at most 3, of their industries. For 
example, about 93 percent of export receipts in Venezuela come from oil, 96 per- 
cent in Salvador from coffee and cotton, 91 percent in Colombia from coffee and 
oil. To the other end of the scale, there is the great diversity of Argentina’s 
agricultural and livestock economy, and the greater variety of Mexico’s and 
Peru’s export combination of minerals and agriculture. 

The inflation that is characteristic of the Latin American scene is in part 
related to the instability of export earnings. Spectacular examples are found 
in Chile, where the price level has increased thirty-five-fold since 1945, and in 
Bolivia where over the same period the cost of living has increased even more 
astronomically and is now about 130 times greater than in 1945. But in this 
matter, too, there is considerable diversity. Yet even in so financially stable a 
country as El Salvador, the wholesale price level is now about 2% times higher 
than at the end of the war. (In case you are thinking about our own perform- 
ance, during this period our wholesale price level increased about three-fourths. ) 

In spite of all difficulties, however, our relations with Latin America are in- 
dissolubly held together not only by geographical proximity and political in- 
terest, but by bonds of mutually beneficial movements of trade and investment. 
For almost every Latin American country we constitute the most important 
marketing area for their exports, and the major source of their imports. The 
only notable exceptions are Argentina and Uruguay, whose agricultural exports 
are competitive with our own and go largely to the sterling areas and Western 
Europe, while their imports are largely from Western Europe and from Latin 
America. 

For our part, about 30 percent of our imports are drawn from Latin America, 
more than from any other area. On the other hand, about 20 percent of our 
exports are destined for our southern neighbors, about equal to our exports to 
Canada and in recent years generally higher than our exports to Western 
Europe. 

This massive trading operation has been developed in large part by United 
States direct investments in Latin America, estimated at $7 billion in 1955, 
about one-third of our global direct investments. A recent survey showed that 
the net favorable balance to Latin-America resulting from the operations of 
United States investment was about $3.5 billion in 1955. This survey took into 
account not only new capital inflow and remittances on old investments, but 
also import and export transactions by the firms surveyed and their sales in 
Latin America. In addition, the firms surveyed employed about 600,000 non- 
United States citizens, paid salaries and wages of about $1 billion and paid over 
$1 billion in taxes to Latin American countries. 

So even this crude picture begins to take on some pattern and perspective. 
But our concern is not with history as such, but rather with history in the 
making and how we may assist in making it. The growth potential of this 
market is huge. With all due allowance for exaggeration, it is worth com- 
paring some basic economic activities in Latin American countries with those 
in the United States. Bearing in mind that the population of the Unted States 
is almost the same as that of all Latin America, let us consider power, trans- 
portation, and steel. 

Since power is produced in many forms, it is necessary to use some common 
denominator, such as the energy equivalent of metric tons of coal. By this 
index, power consumption in the United States is about 8.3 tons per capita. 
The highest figure in Latin America is that for Venezuela, 2 tons per capita. 
Next is Chile with 1 ton per capita, and all the rest of the countries use only 
a fraction of a ton per head of population. Our total power consumption is 
about 15 times that of Latin America. 

As for transportation, our railways now carry about 900 million ton-kilo- 
meters a year. The leading Latin American railway systems carry about 17 
million ton-kilometers in. Argentina, about 10 million in Mexico, 9 million in 
Brazil, and 2.5 million in Chile, while no other Latin American country has as 
much as 1 million ton-kilometers a year. We have about 52 million passenger 
motor vehicles, while Latin America has only about 144 million, led by Brazil 
with 348,000, Mexico with 274,000, Venezuela with 146,000, and Cuba with 
126,000. . 

Steel consumption and production furnish two good indications of economic 
development and potential. Per capita steel consumption in Latin America 
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runs only about 85 pounds, compared with over half a ton in the United 
States. But per capita steel use in Latin America has doubled since the 1930's 
and, if economic growth there continues at the present rate, total annual con- 
sumption could rise from less than 7 million tons to perhaps 17 million tons in 
another 10 years. 

Of course most of the steel supply, more than 60 percent, comes from imports. 
But Latin American steel production is increasing at an even more rapid rate 
than local consumption. Although the amount produced now, about 2% million 
tons, is less than one-tenth of the steel production of Pittsburgh, programs now 
under way will increase steel production capacity in the next year or 2 to about 
414 million tons. 

Where does the Export-Import Bank come into this? I will want to go on to 
particular illustrations in a number of fields. These are always more vivid. 
But to give you some assurance that they are valid, and not merely exceptional 
cases, let me try to summarize the bank’s activities in these three fields of 
power, transportation, and steel production. 

The importance of our financing for power is best indicated by our loans to 
the American & Foreign Power Co. or its subsidiaries. This privately owned 
American corporation is the largest public-utility company serving a number of 
Latin American countries. It operates in Argentina, Brazil, Chile, Colombia, 
Costa Rica, Cuba, Ecuador, Guatemala, Mexico, Panama, and Venezuela. It 
serves areas with a total population of well over 20 million persons. It sup- 
plies over 90 percent of power to such countries as Cuba and Panama, and 
about 20 percent in such countries as Brazil, Chile, and Mexico. Export- 
Import Bank loan disbursements to the American & Foreign Power Co. system 
of about $100 million are enabling the company to construct over $500 million 
in new facilities. Of equally great interest, our loans have recently assisted 
the company to reenter the private capital market in the United States on a 
large scale. We have also financed smaller thermal generation and distribution 
facilities in these and other countries as well as large hydroelectric projects 
in such countries as Brazil, Colombia, and Mexico. 

In the field of transportation, the bank has made major loans to the railway 
systems of almost all the principal Latin American countries. Our loans of 
$123 million to the National Railways of Mexico have enabled a substantial re- 
habilitation of its system since the time when that major transportation network 
was threatened with collapse. Loans of $85 million have been made available to 
Argentina to assist that country’s transportation system, and most of the credit 
is being made available for emergency rehabilitation needs of the railway sys- 
tem. We have made loans of about $200 million to both private and public rail- 
ways in Brazil, and the most recent series of these loans have been made avail- 
able in connection with a reorganization of the administration of the Federal 
railway systems. In addition, we have made many loans for other forms of 
transportation, of which perhaps the most notable have been those for airlines 
and highways. Air traffic is particularly important for areas with widely dif- 
fused centers of population and industry, often separated by inhospitable 
mountain, jungle, or even desert terrain. During the past 6 months $51 million 
of our credits have been to assist in financing the sale of aircraft abroad. Roads 
are often necessary to open up new areas, and vital to feed traffic to major trans- 
portation arteries. As well, we have made a series of loans to a number of 
countries for completion of the Pan American Highway. 

The story of steel production in Latin America is almost entirely an Export- 
Import Bank story. We introduced the first fully integrated steel mills in the 
area, at Volta Redonda in Brazil and Huachipato in Chile. Our financing has 
enabled the successful growth of the Mexican steel industry, with its main 
centers at Monclova and Monterrey. We are assisting in financing the San 
Nicolas development in Argentina, which upon completion will be second in the 
area only to our Volta Redonda project in Brazil. Well over half of the substan- 
tial steel operations in Latin America have been Eximbank projects, and I be- 
lieve I am not being modest, but only tactful, when I say that they- are far from 
the most inefficient or unprofitable. 

In going on to talk to some of our projects, I want to use illustrations of our 
activities that have not been in the public prints recently. At least, I will re- 
frain from discussing projects which a current periodical, that shall also remain 
anonymous, digested for its readers. 

Stories of the bank can in fact be compiled into a thousand-and-one nights. 
The magazine just mentioned gave, briefly, the Tale of the Loans to the Mexican 
Cattlemen, the Tale of Volta Redonda’s Transformation Into a Great Steel Center, 
and the Tale of the Brazilian Woodsman Who Found Manganese. 
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Let me begin with the Tale of the Wood-Burning Locomotives. The Paulista 
Railway in Brazil has often been described as one of the best managed and 
operated railroads in the world. Operating 1,330 miles of skillfully maintained 
track through the richest area of Sao Paulo, it probably helped us to get our 
dinner coffee tonight. 

Despite its outstanding record, the limitations of today’s international financial 
markets are such that the railroad found it necessary to ask the Eximbank for 
assistance in financing its substantial modernization and development program. 
The bank’s first loan to Paulista, in 1950, for $8.8 million has been repaid, and 
another loan for $7 million was made in 1952. During this time the company 
had expanded its electrified lines, but it still operated in part with well-main- 
tained, ancient, wood-burning locomotives. 

Last year the bank authorized a further loan to Paulista of $12.8 million, 
partly for heavy rail and centralized traffic control equipment, but largely for 
diesel-electric locomotives to replace the 19th century wood burners. Most of 
these will be scrapped, with only a few retained as switch engines. 

The savings from the new locomotives are expected to double Paulista’s 
net revenues. Without taking into account benefits from the other items, the 
financial gain from the locomotives alone will be enough to repay the credit 
well within the 10-year term of the loan. 

Every good tale should have a moral. This story shows that even the best 
investment programs cannot all be accomplished at once. There is often great 
virtue, for financial, technical, and management reasons, in spreading a devel- 
opment program overtime, rather than trying to digest it all at once. This is 
often ignored in underdeveloped countries and overlooked by their well-wishers 
in the United States. Such a well-staged program, I must add, can only be 
achieved in a properly managed banking operation through effort and good 
will by all concerned, not only on a management level but through continuous 
visits and consultations by engineers and other technicians representing both 
parties. 

Now I should like to mention the Tale of the Curious Contractor. As you 
know, Bolivia does not have a superabundance of natural resources. Its liveli- 
hood, meager and hard come by, has derived almost entirely from mining, 
mostly of tin, and its population is concentrated in high reaches of the Andes. 
Although fairly extensive in area, communication is difficult in Bolivia because 
of the terrain. Much tillable land exists at lower altitudes, but could have little 
economic significance without sure and inexpensive transportation to the rela- 
tively overpopulated mining areas. 

So the Export-Import Bank undertook to finance a road from Cochabamba, 
in the high Andean plateau, to Santa Cruz, the center of an agricultural area 
in the lowlands. 

The contractor, absorbed on his job through long and strenuous participation 
in the project, was eager to measure the results of his work as soon as possible. 
So even before the road was actually completed, he began a traffic count, that 
is, he began to enumerate the passage in each direction, of buses, cars, and 
trucks, and also the type of freight carried. He saw an entire phase of a 
country’s history developing through his matter-of-fact statistical records. Fuel, 
building material, machinery, and hardware were flowing down from the high- 
lands. More vehicles and more passengers were moving down to the farmlands 
than were returning. From the beginning farm products, livestock, and raw 
materials were going back up the mountains. However, the return traffic was 
relatively light at first, but it began to increase rapidly and at a growing rate. 
Overall, the volume of traffic began with about 4,000 truck trips during 10 
months of the first year the road was usable. In 2 years the traffic increased 
to about 16,000 truck trips per year, and it is continuing to increase further. 

The moral I like here is that, even under most difficult conditions, people will 
move themselves and their capital to take advantage sensibly of profit oppor- 
tunities. Given the provision of basic public services, and without elaborate 
governmental controls, private initiative and enterprise continues to produce 
results beneficial both to individuals and the society they live in. 

Next comes the tale of the Sweet River Valley. That is the home of the Cia. 
Vale do Rio Doce, in Brazil. This company mines one of the finest iron-ore 
deposits in the world, running from 67 to 72 percent pure iron. The development 
of this project has involved 5 Export-Import Bank credits totaling $24.5 million. 
The original $14 million loan was repaid almost 13 years before the final note 
became due. The project involved more than equipment for the mining operation 
itself. It was necessary also to extend and rehabilitate a 350-mile railroad. 
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rising from sea level to an altitude of 2,800 feet, and to reconstruct and expand 
port facilities for the greatly increased traffic. 

Today the Sweet River Valley lives up to its name. Not only is iron-ore pro- 
duction being further expanded to 3 million tons annually, but this activity has 
attracted—I hesitate to use the word—satellite industries such as a steel mill, 
lumbering, plywood, and sugar mills, and agricultural production in the valley is 
increasing every year. 

One moral illustrated here is how the successful development of extractive 
industries may lead to the rounded development of an entire area. In eagerness 
to industrialize, it is often overlooked that development of basic natural resources 
may bring in its train further sound development that cannot be had just for 
the asking, even through what sometimes passes for high-powered planning. 

The tale of a little copper is not finished yet. It is still unfolding at Toquepala, 
Peru. Surely 4 pounds of copper in an entire ton of dirt is only a little bit of 
copper. But when there are about 400 million tons of such dirt, we are talking 
about one of the world’s largest copper mining enterprises. 

Toquepala’s existence has been known to geologists for at least a century. But 
the economic exploitation of so large a body of relatively lowgrade ore is an 
equally large problem of technology, legal arrangements, construction, logistics, 
management and, of course, finance. 

The project will cost well over $200 million by the time operations begin. To 
undertake this development, four of the largest American mining companies got 
together and formed the Southern Peru Copper Corp. In 1955 the Export-Import 
Bank made a loan for $100 million to this company, the largest credit which the 
bank ever had made to a private borrower. 

As you can imagine, this project has already produced many good stories about 
its construction problems and its technical complexity. Two points about its 
future stand out, however. First, the operation of the property will result in a 
net annual addition to Peru’s foreign exchange resources of perhaps $20 million, 
through local operating expenses and taxes paid by the company and its em- 
ployees. Second, the training of employees, and the construction and operation 
of the necessary facilities—housing, medical, and educational facilities, water 
supply, mine, concentrator, railroad, smelter, powerplant, and port—will give 
a tremendous boost to the development of southern Peru that is already making 
itself felt. 

The moral here is almost too obvious to be stated—the spectacular and bene- 
ficial results for all concerned that can come from Export-Import Bank part- 
nership with able United States private enterprise investing in the development 
of a foreign country. 

For my last story, I will touch on the tale of a Mexican steel mill. The com- 
pany is called Fundidora, located in Monterrey, Mexico. It is the largest Mexi- 
can private steel operation, with assets of $32 million at the end of 1956, and a 
net worth of $21 million. The capital stock is widely distributed, no stockholder 
owning as much as 10 percent. A substantial portion is held in the United States, 
and a significant amount is owned by the company’s employees. The company 
not only supplies iron ore for its own requirements and for other segments of 
the Mexican industry, but also the Sheffield Steel Co. in Houston, Tex. 

In 1945 the Export-Import Bank made a relatively small loan of $800,000 to 
Fundidora. This has been entirely repaid. Later, a larger loan of $4.5 million 
was made for a bar and rod mill. Our relations with the company grew and 
were perfected over the years, as we came to know one another through frequent 
visits by our two managements and our staffs. The development of our working 
relations led, in 1957, to the authorization by the bank of $42 million in further 
loans to Fundidora. 

Beside growing appreciation of the technical and financial competence of 
Fundidora, we came with pleasure to know other aspects of its management 
policies. The company is highly aware of its humanitarian responsibilities. 
It has established not only technical schools but a grade school. This school, 
originally established with 25 pupils, now has an enrollment of 2,500. The 
entire cost is absorbed by Fundidora, and the company also awards scholar- 
ships so that deserving stndents can continue their studies in schools of higher 
education in Mexico or the United States. Recently an additional primary school 
was established in the new housing project being constructed by the company. A 
modern maternity hospital for the wives of the workers also has been maintained. 
And, of course, no good company operation in Latin America is complete without 
recreational facilities for the workers, providing for all kinds of sports. 
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You recognize, I am sure, that the significance of each of my stories has ap- 
plicability far wider than the individual cases named. And the moral I wish 
to point out now is not unique to our Fundidora loans. With the aid of our 
loans, Fundidora’s operations have developed to the point where the company’s 
purchases of operating supplies and equipment in the United States now aggre- 
gate $2.5 million annually. 

The effect of all our loans, I emphasize, is widely diffused, and considerably 
heightened by the often overlooked fact that we supply only part of the capital 
needs for a project. We have estimated that for every Export-Import Bank loan- 
dollar in a project, there is on the average also invested about $1.50 of other funds. 
Our money goes to work to complement funds supplied by United States banks, 
insurance companies, exporters and industrialists, and also supplied by credit 
institutions and private enterprises of the countries in which our loans are made. 
And as every successful project grows, it reinvests its capital, with increased 
needs for operating supplies, replacement parts, and new equipment from the 
United States. 

One such case has been worked out in detail—that of the Pacific Steel Co. in 
Chile. Loans from our bank totaling $61.5 million led to placing 7,807 indi- 
vidual orders with 780 suppliers in the United States. But in addition the com- 
pany spent, during the 10 years over which our $61 million were disbursed, 
more than twice as much—over $124 million—from its own resources on equip- 
ment, supplies, and services purchased from the United States. 

This is simply the job of international banking, to finance economically sound 
trade and investment. What must never be lost sight of is that this simple 
function has complex and widely diffused effects, that sound trade and invest- 
ment with our friends and neighbors, in Latin America as elsewhere, leads to 
great and mutually beneficial results. Although this goes somewhat beyond 
the bounds I have set myself, I cannot refrain from concluding with the observa- 
tion that these mutual benefits are not only financial and economic, but also 
cultural and political. 


GENERAL POLICIES OF THE EXPORT-IMPORT BANK OF WASHINGTON 
FOREWORD 


The purpose of this statement is to provide general information on facilities 
of the bank and on policies which guide its operations. It is not intended to 
provide answers to all questions regarding proposals which may be under 
consideration for submission to the bank. Questions regarding specific pro- 
posals should be directed to the bank for examination in the light of the 
particular circumstances of each case. 

SAMUEL C. WAuGaH, President. 

January 1958. 

GENERAL POLICIES 


The Export-Import Bank of Washington is the principal agency of the United 
States Government engaged in international finance. Its purpose is to assist, 
support, and encourage the overseas trade of United States private enterprise. 
All of the operations of the bank are related to this primary purpose. 

Funds for the bank’s operations by act of Congress are available from (1) 
sale of its capital stock to the United States and (2) loans from the Treasury 
of the United States at rates of interest fixed by the Secretary of the Treasury, 
taking into consideration the current average rate on outstanding marketable 
obligations of the United States. The bank also obtains funds from accumulated 
earnings after payment of operating expenses and dividends on its capital 
stock. 

COORDINATION OF FOREIGN LENDING POLICIES 


The Bretton Woods Agreements Act provides that the National Advisory 
Council on International Monetary and Financial Problems, of which the Presi- 
dent of the Export-Import Bank is a member, shall coordinate, by consultation 
or otherwise, so far as is practicable, the policies and operations of the repre- 
sentatives of the United States on the International Monetary Fund and the 
International Bank for Reconstruction and Development, the Export-Import 
Bank, and all other agencies of the Government to the extent that they make or 
participate in the making of foreign loans or engage in foreign financial, ex- 
change, or monetary transactions. 
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ACTIVITIES OF THE BANK 


The activities of the Export-Import Bank may be grouped under three main 
headings: (1) Dollar loans and guaranties pursuant to the Export-Import 
Bank Act of 1945, as amended; (2) loans of foreign currencies pursuant to 
section 104 (e) of the Agricultural Trade Development and Assistance.Aect of 
1954, as amended in 1957, generally referred to as “Cooley amendment” loans; 
and (3) administration of loans and guaranties negotiated or authorized by 
other agencies of the Government. 

This policy statement is concerned only with the first of these groups. In- 
formation on Cooley amendment loans of foreign currencies may be obtained by 
writing to the bank. Other agency activities include lending for the produc- 
tion of strategic materials pursuant to authorizations by the Office of Defense 
Mobilization under the Defense Production Act of 1950, as amended, and ad- 
ministration of loans and guaranties authorized by agencies other than the 
bank pursuant to the Mutual Security Act of 1954, as amended. 


THE BANK’S POWERS 


The Export-Import Bank is vested with broad banking powers, including the 
power to guarantee evidences of indebtedness as well as the power to make 
direct loans. The bank is also authorized to provide war risk and expropria- 
tion insurance on exports on consignment abroad up to $100 million outstanding 
at any one time as more fully described in the final section of this statement. 

In the exercise of its powers, the bank is guided by congressional policy that 
it should supplement and encourage and not compete with private capital, and 
that its loans, so far as possible consistent with carrying out its purpose of 
assisting in financing and facilitating the overseas trade of the United States, 
should be for specific purposes and should offer reasonable assurance of 
repayment. 

ORGANIZATION 


The Export-Import Bank Act of 1945, as amended, vests the management of 
the bank in a Board of Directors consisting of the President of the bank, who 
serves as Chairman; the First Vice President, who serves as Vice Chairman; 
and three additional Directors, all appointed by the President of the United 
States by and with the advice and consent of the Senate. Of the five members 
of the Board not more than three shall be members of any one political party. 
All decisions in connection with the authorization of loans by the bank are 
made by the Board of Directors. 

The act also provides for an Advisory Committee of nine members, appointed 
by the Board of Directors on the recommendation of the President of the bank, 
who shall be broadly representative of industry, commerce, finance, agriculture, 
and labor. The Advisory Committee meets one or more times each year, on the 
call of the President of the bank, to consult with the Directors on the policies 
and operations of the bank. 

BASIC PRINCIPLES 


The Export-Import Bank is guided in its operations by the following prin- 
ciples : 

(a) The bank extends loans and guaranties for the primary purpose of pro- 
moting the export and import trade. of the United States. This trade may be 
assisted by financing specific exports of United States agricultural or manufac- 
tured products or by financing the purchase of United States equipment, ma- 
terials, and associated services required for specific use in development projects 
abroad. These activities also promote overseas trade by developing economies, 
increasing employment, and raising income levels of other countries, thereby 
affording better markets for United States products or providing better sources 
of imports required by the United States. Imports usually can be financed 
through normal commercial channels, but in exceptional cases where private 
credit is not available the bank may assist in their financing. 

(b) The bank generally makes loans only for specific purposes. <A corollary 
of this principle is that disbursements under a commitment by the bank are 
made only upon receipt of satisfactory evidence that the purposes of the loan 
have been or are being carried out. 

(c) The bank’s dollar loans must offer reasonable assurance of repayment in 
United States dollars. This assurance usually involves not only the credit- 
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worthiness of the borrower but also the ability of the borrower to obtain the 
necessary dollar exchange to service the loan. 

{d) The bank generally extends credit only to finance purchases of materials 
and equipment produced or manufactured in the United States and of asso- 
ciated technical services of United States firms and individuals, as distinguished 
from expenditures for goods and services obtained in the borrowing country or 
for purchases in third countries. 

(e) The bank supplements and encourages the utilization of private capital 
in export and import trade and in overseas investment generally. Financial 
assistance is not extended by the bank for any purpose if capital for the same 
purpose is believed to be obtainable from private sources on reasonable terms. 

(f) It is presumed that credit for periods of less than 1 year may be obtained 
on reasonable terms from private sources. Accordingly, in the absence of a 
elear showing to the contrary, the bank generally limits its consideration to 
transactions justifying credit of 1 year or more. 

(g) The bank is prepared to consider proposals for the purchase of portions 
of its portfolio by commercial banks or other private investors. 


TYPES OF CREDIT ASSISTANCE AVAILABLE 


The Export-Import Bank assists United States overseas trade by direct 
financing and extension of guaranties. 

The bank engages in direct financing of exports when it purchases from an 
exporter without recourse upon him a portion of the notes or acceptances issued 
by an importer abroad and received by the exporter in connection with an export 
Sale. In a like manner, direct financing of exports is provided by the bank 
when it makes loans to a United States or foreign private entity or to another 
government for purchases of United States materials, equipment, and associated 
services destined for a project abroad. Similarly, the bank would finance im- 
ports directly if it were to purchase the obligations of a United States importer 
in connection with an import transaction. 

In lieu of direct purchase of obligations by the bank, the financing of either 
exports or imports where appropriate may be provided through guaranties 
extended directly to exporters or importers, or through purchase of the obliga- 
tions from them by a commercial bank or other financial institution in the 
United States ander an agency or guaranty agreement with the Export-Import 
Bank. Such guaranties may cover all of the risks of repayment or, if so re- 
Se may be limited to coverage only of dollar transfer or other specified 

sks. 


HOW TO APPLY 


Applications to the Export-Import Bank must be in writing. No application 
form is prescribed, although a checklist or form is available upon request to 
assist the United States exporter where he is the appropriate applicant for as- 
sistance from the bank. Any applicant should present all the information on 
which he relies to justify financial assistance by the bank. Additional informa- 
tion, if required, will be requested by the bank after review of the initial 
submission. 

Alternatively, a preliminary inquiry usually is advisable and may be made 
in a letter to the bank outlining the proposed transaction and covering in a gen- 
eral way the points set forth below. On the basis of such information the bank 
should be able to indicate whether it would be advisable for the applicant to 
take the time and incur the expense involved in preparation of a complete 
application. 

Applicants may be divided into three general types: (1) United States export- 
ers or importers; (2) private firms, whether domiciled in the United States or 
abroad, that desire to purchase United States materials, equipment, and asso- 
ciated services for utilization in a project abroad; and (3) governments or their 
agencies that wish to purchase United States materials, equipment, and services 
for utilization in a project abroad. 

Much of the information required by the Export-Import Bank in any fully 
documented application will be the same for each of the three types of appli- 
cants. A letter of application should provide data on both the generalized and 
the specialized information pertinent to the proposal in question. Applicants 
may find it desirable to consult commercial banks or other financial institutions 
in preparing applications. 
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A. Additional information from United States exporter or importer 

(1) Give a brief history and statement of the overseas business experience of 
the applicant. 

(2) State the amount of cash payment, the total amount of credit, and the 
amount of that credit which the applicant is prepared to carry for his own ac- 
count or with the assistance of his commercial bank or other financial institution 
(see information on page 13). 

(3) If an export from the United States is involved : 

(a) Indicate whether a guaranty of the obligations of the prospective pur- 
chaser could be offered and if so by whom. If a guaranty of a foreign bank or 
other financial institution acceptable to the Export-Import Bank is offered, or 
where the financed portion of the transaction does not exceed $50,000, the infor- 
mation requested under subparagraph (b) below may be limited to financial 
statements for the most recent year. 

(b) If a guaranty of an acceptable foreign bank or other acceptable financial 
institution is not available, or where the financed portion of the transaction ex- 
ceeds $50,000, furnish balance sheets and profit-and-loss statements of the pro- 
spective purchaser for the last 3 to 5 years. 

(c) Furnish a credit report from the overseas importer’s own bank abroad 
answering the following questions about the importer : 

How long known to reporting bank? 

Is he a customer of reporting bank? 

Has reporting bank extended credit to him? How many years of such 
experience and in what amounts? 

How long has importer been in business? 

What is his reputation for meeting obligations? 

Has his business improved or declined in recent years? 

What is his general reputation in the community? 


SINGLE TRANSACTIONS OR PROJECTS 


All applicants for assistance should supply the following information: 

I. Describe the materials, equipment, and services involved, the estimated 
cost thereof, and the amount of financial assistance sought from the Export- 
Import Bank. 

II. If financing is requested for a United States export, name the United States 
seller and country to which the item will be exported. If financing is requested 
for an import to the United States, name the country of origin and the foreign 
seller of the import. 

III. Describe the use which will be made of the goods and services in the 
country of import. 

IV. Indicate the repayment schedule and other credit terms desired. 

V. Show that the assistance necessary to finance the transaction is not avail- 
able from sources other than the Export-Import Bank. 

VI. Indicate whether the necessary financing could be obtained from private 
sources under a guaranty by the Export-Import Bank. 

VII. (a) If the applicant is a United States exporter or importer, supply the 
udditional information requested under A below. 

(b) If the applicant is a private entity, regardless of nationality, and is the 
prospective buyer of United States equipment and associated services for use 
abroad, supply the additional information requested under B below. 

(c) If the applicant is a government or political subdivision or agency thereof, 
supply the additional information requested under C below. 

This report may be obtained through the assistance of the exporter’s United 
States bank. 
(7?) Furnish a statement from the exporter of his experience with the im- 
porter, including: 
Number of years of business experience with him. 
Volume of sales to him during latest 3 years. 
His payment record. 
Average amount of credit extended to him per year and term thereof, 
The exporter’s appraisal of the purchaser’s credit standing. 

(e) Where exchange controls are in effect, indicate whether the Export-Import 
Bank could be furnished an assurance by the appropriate authority of the country 
of import that United States dollars will be made available, upon payment of 
local currency, to meet payments of interest and principal to the bank as they 
fall due. 


—— a — 
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(4) If an import to the United States is involved, submit balance sheets and 
profit and loss statements of the prospective importer for the last 3 to 5 years, 


B. Additional information from private entities with overseas projects 

(1) Describe the project for which Unitéd States materials, equipment and 
associated services are desired and indicate whether it is a new industry or 
facility, or an expansion of an existing one. 

(2) Present engineering data and market surveys to the extent pertinent 
for the project. 

(3) Indicate the extent to which prospective United States suppliers might 
participate in the financing. 

(4) Give separately the estimated dollar expenditures for the project and the 
estimated expenditures in local and other currencies. 

(5) Show what portion of the total capital would be provided for the project 
in the form of equity investment and what form or forms of investment (includ- 
ing the loan requested from the bank) would provide the remainder of the 
total capital required. 

(6) If the project is the expansion of an existing industry or facility include 
balance sheets and profit and loss statements for the last 3 to 5 years, and for 
all projects include estimated balance sheets and profit and loss statements 
for 3 years after completion of the project. 

(7) Indicate whether a guaranty or repayment of the proposed loan could 
be offered and if so by whom. 

(8) Where exchange controls are in effect, indicate whether the Pxport- 
Import Bank could be furnished an assurance by the appropriate authority 
of the country of import that United States dollars will be made available, 
upon payment of local currency, to meet payments of interest and principal to 
the bank as they fall due. 


C. Additional information from governments or political subdivisions or agencies 
thereof 


(1) Describe the project for which United States materials, equipment, and 
associated services are desired. 

(2) Present engineering and economic data and market surveys to the extent 
pertinent. 

(3) Indicate whether the project would be self-liquidating or whether repay- 
ment would be made from other revenues. 

(4) Show the total amount of funds required for the project, and show the 
amounts and sources of funds other than those requested from the bank. 

(5) Give separately the estimated dollar expenditures for the project and the 
estimated expenditures in local and other currencies. 

(6) State the external assets of the country in the form of gold and foreign 
exchange, showing official holdings separately from private holdings and hold- 
ings of dollars and other convertible currencies separately from holdings of 
inconvertible currencies. 

(7) State the international investment position of the country at short-term 
and long-term, including major commitments pending or contemplated, and an 
estimate of the amounts of interest and amortization due in dollars and other 
convertible currencies on all external fixed-service obligations, as well as on 
commercial accounts, if any, annually over the life of the loan. 

(8) Give the current and prospective balances of payments of the country. 

(9) If the application is on behalf of a public entity other than the national 
government, state the financial and legal relationship of the entity to that 
government, and show whether repayment by the entity would be guaranteed by 
that government or its central bank. 


EXPORTER CREDIT LINES 


United States manufacturers or other exporters desiring to apply for a credit 
line for a series of prospective transactions should write to the bank describing 
the nature of the equipment exported and indicating the extent of experience 
in the export market. Where it appears appropriate, such exporters will be 
supplied with a special list of questions in lieu of the points set forth above to 
assist them in the preparation of applications for exporter credit lines. 
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PRINCIPALS AND AGENTS 


Applications for credits must be signed by the principals involved. In the 
case of a corporation or similar entity, a duly authorized officer of the entity 
shall sign on its behalf. In the case of a government, a duly accredited repre- 
sentative of the government shall sign the application. In the case of a 
United States exporter seeking bank participation in financing the sale of goods 
to a buyer abroad on credit terms, the exporter shall constitute the principal. 

The bank prefers to deal with principals, especially in negotiations leading 
up to the granting of a loan, but the applicant has the right to engage attorneys, 
engineers, or other qualified persons to advise and aid in preparing material 
required by the bank in connection with a loan application or with the opera- 
tion of a loan which has been granted. 

Every person, business entity, or government in whose favor the extension of 
financial assistance is authorized by the bank shall certify to the bank when re- 
quired, that— 

(1) No remuneration other than regular compensation to full-time em- 
ployees has been or will be paid, save as set forth in the certificate, in 
connection with obtaining such financial assistance ; 

(2) No undisclosed payment for items to be financed with the assistance 
of the bank has been or will be made or received ; and 

(3) No employee or agent of the applicant who performed services in 
eonnection with obtaining such financial assistance had been a director or 
employee of the bank during the 12 months preceding authorization of such 
assistance. 

If the Board of Directors of the bank finds that any compensation disclosed 
in the certificate in (1) above is unreasonable, such compensation must be satis- 
factorily adjusted prior to utilization of any financial assistance from the bank. 

In addition, every person, business entity, or government in whose favor the 
extension of financial assistance is authorized by the bank shall, as a condition 
precedent to each advance thereunder, covenant and agree with the bank that— 

(1) No remuneration or payment has been or will be paid or received 
save as certified in (1) and (2) above; and 

(2) No Director or employee of the bank will be employed by the recipient 
of such financial assistance within 24 months after authorization of such 
assistance by the bank. 

Each applicant for assistance from the bank will be furnished at an appro- 
priate time a full copy of the bank’s regulations with respect to payment of fees 
and rebates, and to the relation of principals and agents to the bank and its 
employees. This information also is available to any inquirer upon request. 


ADVANCE COMMITMENT 


United States exporters who expect to bid on specific business abroad may con- 
sult the Export-Import Bank prior to submission of bids in order to obtain an 
understanding of the conditions under which the bank might consider the grant- 
ing of a credit or a guaranty. In instances in which sufficient information is 
supplied with respect to the prospective buyer and the proposed transaction, the 
bank where appropriate will issue a commitment to enable the exporter to make 
a bid or negotiate a contract of sale. Such commitment, if given, would be 
available to any qualified United States exporter. 


MATURITIES, INTEREST RATES, AND PARTICIPATION 


The maturities of credits granted by the Export-Import Bank are arranged 
in accordance with the circumstances in each case. Generally speaking they 
are commensurate with those customarily extended in the United States for 
similar goods or projects. Principal amounts are ordinarily made payable in 
equal semiannual or quarterly installments. 

In determining rates of interest to be charged on loans, the bank will take into 
consideration the maturity of the loan and the extent of credit risk to be as- 
sumed by the bank as affected by such guaranties as may be offered, as well as 
prevailing United States commercial and government rates. Interest is com- 
puted on the outstanding balance and is usually payable semiannually or quar- 
terly. 

The bank ordinarily requires that a United States exporter who applies for 
financial assistance shall contract to receive a cash payment from his customer 
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abroad of not less than 20 percent of the invoice value not later than delivery 
of the goods, and that the exporter shall participate in the financing to the 
extent of not less than 25 percent of the financed portion. 

If the applicant is the foreign buyer he also, wherever possible, should arrange 
participation in the financing by the proposed United States exporter or 
exporters. 


RELATIONS WITH OTHER FINANCIAL INSTITUTIONS 


The bank seeks to supplement and encourage the use of private capital. 

Any item in the bank’s portfolio is for sale at any time at par and accrued 
interest. 

The bank desires that the maximum participation by commercial banks or 
other financial institutions be obtained in credit arrangements to which it is a 
party. The bank where appropriate also uses the facilities of private financial 
institutions for making funds available to borrowers under its guaranty for 
receiving payment of interest and principal, and for handling other matters in 
connection with the extension and collection of credits. 


WHAT THE BANK DOES NOT DO 


There are a number of things which the Export-Import Bank is prohibited from 
doing under existing law or which are excluded by its general policies. 

(a) The bank does not compete with private capital and does not, therefore, 
extend credit when private credit is available in adequate amounts on reasonable 
terms. The bank does not engage in financing where adequate facilities are avail- 
able on customary commercial terms through commercial banks or finance com- 
panies dealing in foreign drafts. 

(b) The bank does not purchase stock in any corporation and does not engage 
in equity financing. 

(c) The bank does not extend credits or make disbursements for unspecified 
purposes. 

(d) The bank is not authorized to finance trade between the United States 
and United States Territories or insular possessions. This means that the bank 
may not assist in financing trade between the continental United States and 
Puerto Rico, the Virgin Islands, Alaska, Hawaii, or United States possessions in 
the Pacific or between any two of them. However, the bank may finance export 
or import transactions between Territories or possessions of the United States 
and foreign countries. 

(e) The bank does not ordinarily finance expenditnres other than for United 
States agricultural commodities, equipment, materials, and associated services. 

(f) The bank does not assume any obligation or responsibility for the issuance 
by any agency of the Government of the United States, or any other government, 
of any priority, allocation, permit, or license which may be required by law 
or regulation for the procurement, export, or import of any items which it may 
finance. 

(g) The bank does not undertake to select either suppliers of materials and 
equipment, or engineering or other iechnical firms or individuals whose services 
may be sought by foreign borrowers, in connection with projects financed by the 
bank. However, the bank does require that there be competent engineering and 
other technical direction of such projects and does Anance contracts providing 
for payments for associated services of this type by United States nationals. 


PRIVATE ENTERPRISE 


The Export-Import Bank is guided constantly by the desire to promote the 
widest possible scope for private enterprise in foreign trade. The bank gives 
preference to credits to private entities rather than to governments if the project 
or enterprise is of a commercial nature. When credits are extended to govern- 
ments or their agencies as the most appropriate means of serving the objectives 


of the private enterprise system, the bank encourages the procurement through 
normal commercial channels of the products and services financed. 


MARINE TRANSPORTATION AND INSURANCE 


Public resolution No. 17, T3d Congress, requires that exports of agricultural 
or other products fostered by loans made by any instrumentality of the United 
States Government shall be carried exclusively in vessels of United States 
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registry unless it is determined by the Maritime Administration that such 
vessels are not available in sufficient numbers, or in sufficient tonnage capacity, 
or on necessary sailing schedule, or at reasonable rates. 

Where appropriate the bank is prepared to finance United States inland 
freight and ocean freight under the relative credit. 

When the bank determines that shipments of exports financed by its credits 
must be covered by marine insurance, the insurance contracts shall be satis- 
factory to the bank and shall provide that payments for loss or damage will be 
made in United States dollars. When such insurance contracts are placed in 
the United States market the bank is prepared to finance the premiums under 
the relative credit. 


INSURANCE ON EXPORTS ON CONSIGNMENT ABROAD 


The bank issues war risk and expropriation insurance on United States ex- 
ports owned by United States nationals and located in friendly foreign coun- 
tries. The insurance is available for the benefit of United States exporters who 
consign goods or commodities to agents abroad for sale, or who finance export 
sales under arrangements calling for retention by the exporter, or his bank, 
of an ownership or security interest in the exported goods for a period after 
their arrival on shore in the foreign country of destination and prior to their 
delivery or processing in that country. The total amount of insurance which 
may be written under this authority cannot exceed $100 million outstanding at 
any one time. The insurance is not available to the extent that coverage against 
the same risks can be obtained commercially or through other insurance pro- 
grams of the United States Government. 

In making this insurance available, the Export-Import Bank utilizes the fa- 
cilities of private United States insurance companies with whom it has entered 
into underwriting agency agreements. Exporters may apply for this insur- 
ance through a representative of one of the companies acting as an under- 
writing agent for the bank. A list of these companies is contained in the pub- 
lished regulations for war risk and expropriation insurance, which also specify 
in more detail such matters as application procedure, categories of eligible ex- 
ports, eligible foreign countries where property may be insured, terms and 
rates for the insurance coverage, and insurable interests in such exports. These 
regulations are obtainable from the Export-Import Bank or from the American 
War Risk Agency, 99 John Street, New York, N. Y., which acts as a clearing 
agency in coordinating the issuance of the insurance in accordance with rules 
and instructions promulgated by the bank. 


EXPORT-IMPORT BANK OF WASHINGTON 
Report to the Congress for the period July—December 1957 
LETTER OF TRANSMITTAL 


The PRESIDENT OF THE SENATE, 
The SPEAKER OF THE HOUSE OF REPRESENTATIVES. 

Sirs; The semiannual report of the Export-Impert Bank of Washington on its 
operations from July 1 through December $i, 1957, is submitted herewith. 

The bank in this 6-month period authorized 88 credits in 24 countries for 
a total of $468.4 million. For the fiscal year ending June 30, 1957, the bank 
had authorized credits totaling $1,066 million. This rate of lending reduced 
the uncommitted lending authority of the bank to $533.7 million, after including 
principal repayments, participations, and cancellations totaling $507.7 million 
for these periods. 

President Eisenhower announced at the Paris meeting of the North Atlantic 

Treaty Organization, December 16, that he would “ask Congress to increase the 
lending authority of the Export-Import Bank by an additional $2 billion.” 
. The 88 credits were distributed by areas as follows: 63 credits were authorized 
in 11 countries in Latin America for a total of $158.9 million; 15 credits were 
authorized in 5 countries in Asia for a total of $242.1 million; 10 credits were 
authorized in 8 countries in Europe for a total of $67.4 million. 

Of the month total, 62 credits for §8.7 million were authorized at the request 
of United States exporters or financial institutions, including 4 increases in 


23579—58——-20 








300 INTERNATIONAL DEVELOPMENT ASSOCIATION 


credits of $249,500. The additional 26 credits for $459.7 million were authorized 
on request of overseas purchasers, including 2 increases of $24.1 million. 

Private companies abroad received 81 of the credits for a total of $210.5 million 
to finance purchases of United States materials and equipment, only 28 of which 
carried government guaranties. 

Seven of the credits totaling $257.5 million were authorized to governments 
or government agencies to finance purchases in the United States. 

These credits ranged from $550 to $115 million. In the smallest, the bank 
participated with a manufacturer in Georgia in the credit sale of a disk harrow 
to a dealer in Brazil. In the largest, the bank financed exports of United States 
agricultural commodities to Japan. 

The bank’s activities in supporting current overseas trade and developing 
future sources of trade abroad for the United States in this period included 
several types of financial operations. 

From July through December the Export-Import Bank— 

Financed exports of heavy industrial equipment from the United States 
for large steel mill expansions in Austria (1 credit for $8.2 million), in Japan 
(2 credits for $36.3 million), and in Mexico (1 credit for $16 million), and 
large thermal power expansion in Japan (4 credits for $23.8 million) ; 

Participated to the extent of $60 million with a group of United States 
commercial banks in extending credits totaling $143 million to assist the 
new Colombian Government in funding arrearages to United States exporters 
and reviving the country’s normal flow of international trade; 

Joined the Metropolitan Life Insurance Company of New York in an 
extension of credit, each participating up to $25 million, to support an 
electric-power-expansion program by private companies of more than $50 
million in Latin American countries; 

Included in loans in Brazil 2 credits totaling $4.9 million to assist private 
companies in expanding the iron and steel forging and foundry industry in 
that country; and 2 other credits totaling $6.9 million toward developing 
manufacture of parts for the production of trucks by companies in which 
United States manufacturers have substantial investments; 

Allocated a credit of $6.5 million from a previously authorized line of 
credit to finance the export of paper-mill machinery to a private company 
in Argentina ; 

Participated with the Boeing Airplane Co., commercial banks, and others 
with a credit of $46 million to assist in financing an $118.8 million sale of 
17 commercial jet aircraft to Air France; 

Authorized 2 credits totaling $175 million for the sale of agricultural 
commodities to Japan including cotton, wheat, soybeans, and barley; and, 

Began processing applications under the Agricultural Trade Development 
and Assistance Act of 1954 (Public Law 480) as amended in 1957 under 
which the bank was made responsible for lending certain foreign currencies 
to private enterprise. 


Tabulation of all authorizations during the period by areas in millions of 
dollars follows: 





On request On request 
of United | Amount | of overseas} Amount Total Total 
States purchasers number amount 
exporters 
Aa bedhddbien se ckdeacben sel 5 $3. 4 10 $238. 7 15 $242.1 
tio cata wale ocicbiinethihd 5 2 67.2 10 67.4 
Latin America...........-.... 52 5.1 ll 153. 8 63 158.9 
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SUMMARY OF OPERATIONS 


The bank’s operations over nearly 24 years from 1934 through 1957 may be 
sumumrarized by 2tables as follows: 


I—LOANS II—INCOME 
Millions Millions 
Authorine@iss oe kc $6; O50. 4:) GrOtee is adi tra eeteblios $867.1 
Taken over by Interest paid to U. 
others_uu._.. $210. 4 S. Treasury___-_- $202. 8 
Expired unused_ 1, 377.2 Dividends paid to U. 
Not yet dis- S. Treasury. ~~ 173. 4 
bursed_____.__ 1, 431. 7 Administrative ex- 
—— 3, 019.3 penses_____---- in > 288 
a Losses charged off_ 4 
Pee 22 Se". 5, 940.1 ———- 891.55 
EE iia c eteabe eal 2, 955. 5 a 
ick tik so ~ 2, 984. 6 Reserve or net earnings*. 475.6 


1Includes reserves for delinquent installments of principal totaling $12,400,000 on 
Dee. 31, 1957. 

The bank’s capital stock held by the United States Treasury is $1 billion; 
dividends are paid annually, at close of fiscal year. Its borrowing authority 
authorized by Congress provides an additional $4 billion. As of December 31, 
1957, the bank had outstanding loans and undisbursed authorizations of $4,416.3 
million, and had allocated $50 million which may be used to provide war risk 
and expropriation insurance on cotton exports consigned abroad. These reduced 
the uncommitted lending authority to $533.7 million. 


OPERATIONS AND HARNINGS 


Gross income on outstanding loans for the July 1-December 31 period was $47 
million. The bank paid a total of $13.3 million to the Treasury in interest dur- 
ing this period. It met administrative expenses of $1 million out of its earnings 
(the bank does not operate on appropriated funds), leaving a net profit for the 
6-month period of $32.7 million. During the period the bank paid the highest 
interest rates in its history on money borrowed from the United States Treasury. 
These reached a peak of 3% percent in November. Commensurate increases in 
rates charged on loans made by the Export-Import Bank have been established 
by the directors. 

OPERATIONS UNDER PusLic Law 480 


In extending for another year the Agricultural Trade Development and Assist- 
ance Act of 1954 (Public Law 480), the Congress made the Export-Import Bank 
responsible for lending certain foreign currencies to private enterprise. 

Under section 104 (e)—Cooley amendment—of the act, the bank may receive 
up to 25 percent of the proceeds in foreign currencies of sales of agricultural 
commodities negotiated under the new legislation. 

The bank may lend these funds to (1) United States firms or their branches, 
subsidiaries, or affiliates for business development and trade expansion in the 
foreign country, or to (2) either United States firms or firms of the foreign coun- 
try for expanding markets for and consumption of United States agricultural 
products abroad. 

Currencies available for lending become known when the commodity sales 
agreements under which the funds arise are announced by the Department of 
Agriculture. At that point the bank is ready to receive applications at the 
bank’s headquarters in Washington or at the United States Embassy in the 
foreign coountry. 

As of December 31, commodity sales agreements providing currencies for 
these loans had been completed with Mexico, Israel, Pakistan, and Greece. 

Funds will not accrue to the Export-Import Bank for the purpose of loans in 
these countries, however, until payments are received by the United States 
under transactions authorized by the commodity sales agreement, and the bank 
will not authorize loans under applications that may be submitted until the bank 
is in receipt of such funds. As of December 31, 1957, the bank was not in 
receipt of any of these funds. 
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War Risk INSURANCE 


During the 6 months ending December 31, 1957, the bank insured 141,770 bales 
of consigned cotton against war risks and expropriation. Shipments were made 
to six European countries including Belgium, Germany (Western), Italy, Nether- 
lands, Sweden, and the United Kingdom, and to Japan in Asia. 

Insurance policies validated totaled $9,496,915. Further extensions of the 
policies validated amounted to $14,463,142. A total of 604 policies was written 
by 7 United States insurance companies for 20 individual United States shippers. 
No losses were experienced during the period. A total of 124 policies was in 
force December 31, 1957, in the amount of $4,534,538. 


SpeEcIAL OPERATIONS 


Special lending operations are also conducted for the United States Govern- 
ment and certain of its agencies. These are carried on the books of the bank in- 
dependently of operations under the Export-Import Bank Act of 1945. 


BUENOS AIRES CONFERENCE 


The President of the bank, the Executive Vice President, and the Chief of the 
Economics Division attended the Economie Conference of the Organization of 
American States in Buenos Aires in August. At that time the bank issued a 
special report on its Latin American operations which was summarized in the 
following three statements : 

More dollars were loaned to the 20 Latin American Republics by the Ex- 
port-Import Bank during the fiscal year which ended June 30, 1957, than in 
any similar period in the 23-year history of the bank. 

Approximately 214 times as much in development loans have gone to Latin 
America from the Export-Import Bank since the Rio Conference of 1954 as 
were authorized in the similar period before the Conference. 

More than 41 percent of the dollar volume of all loans authorized by the 
Export-Import Bank during the last decade went to Latin America. 


Comparative statement of income and expenses 


6 months ended— 














Income: 
Interest on loans... - tal ee gat se cbas $46, 938, 880 $42, 626, 273 
Seen SLL 4 tbo bk we Sbins kinweh Reb abel Windle Sill axieidalpis ae a -~| 1, 113 b ededviedicnigin ail 
I isa ces eg 0 00) papery sega eenee epee ten | 24, 830 19, 763 
Total income.__...-.-..-.----. ae LAN pues 46, 964, 823 | 42, 646, 036 
Less operating expenses: 
Interest paid to U. 8. Treasury..__....-...--------.- Selah learn 13, 313, 231 | 11, 487, 679 
WOM aoe ae ba lean cee scsec ieee pivebb ah te soctdn awed dot 952, 437 | 835, 137 
Total operating expenses - -- Fae Eh ee ek 14, 265, 668 | 12, 322, 816 
Net profit... ._.. hediaD wis aulistweed Ris. cls 82,699,155 | 30, 323, 220 
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Comparative statement of condition 








Dee, 31, 1957 





Assets: 
a ctl el niperategitlinl inti tin diskidsitdiemenatia $2, 831, 802 
i titi ine siden atch hieabiettadate ad aatias da aalvomiinal 2, 984, 542, 470 
Borrower’s liability under guaranteed letters of credit. _............. 144, 794, 806 
TEES OE CRs inindcnboubdenenshh senaseinacécosdechaus 27, 321, 402 
a. nn aaa onint intend mabe dankehieindiaaienes amernaniieais 133, 815 
I cian cdgbt dbinkinweenacacnsadquiirdss<saretudeatemenwien 3, 159, 624, 295 
Liabilities: 
Investment of the U. 8. Government: 

pote A tery Sis Oe 5 PEE a wéccntpedchéve, daleuscscdeams be 1, 487, 300, 000 
Capital stock held by U. 8. Treasury_............-...---....-.-.- 1, 000, 000, 000 
IEEE, cncinipnannetptpuscundamitictsrcheceuunehoun wineeael thea ie 
Earned surplus: Reserve -- ome Sotsieaaaie se ‘ 475, 617, 250 

2, 962, 917, 250 

ed ein signi ne 106, 512 
Special Gepasits Dy WORTO WOES... non oco disc cnn sc- 2s snesecsecneecene- 874, 553 
uaranteed letters of credit outstanding.-_.................-..------- 144, 794, 806 
Liability on loans disbursed by commercial banks. -..............-..- 48, 135, 793 
Defe TS Si tietinianenutnans coh dtnigh inter tetbdn dato bean addline 2, 569, 111 
Reserve for employees accrued annual leave.-_..........-......------ 226, 270 
EE iene ctnocapenanengnssoushinntnddacsaunseiaeamndce 3, 159, 624, 295 
Undisbursed credit authorizations...............-....-..-.----..-- 1, 431, 729, 623 
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Authorizations July 1 to Dec. 31, 1957, on request of overseas purchasers of United 


States 


Country-obligor 


ASIA 


India: National Rayon Corporation, Ltd_.......-- 
Indonesia: Republic of Indonesia.............-...- 
Japan: 

vos RE Ee a 


Tokyo Electric ae 
Kyushu Electric Power Co., Inc. .-.........-- 
Yawata Iron & Steel Co., Ltd_...............- 
The Chubu Electric Power Co.._...........-- 


EUROPE 
Austria: 


Lambacher Flachsspinnerei-.-.-...........--.-- 


Oesterreichisch-Alpine Montangeselischaft 
(ALPINE) t. 
France: Compagnie Nationale Air France---.....-- 
PE I lin mencimammnaune 
Spain: Red Nacional de los Ferrocarriles Espan- 
oles (RENFE). 


LATIN AMERICA 
Brazil: 
Acos Villares, South America................-- 
Soc. Tecnica de Fundicoes Gerais, South 
America. 
Cia. Brasileira de Material 
(COBRASMA). 
Cobrasma-Rockwell Eixos, South America. - -- 
Chile: Banco Central de Chile _-_.._..........----. 
Colombia: Banco de la Republica-.--_...........--- 


Cuba: Cuban Telephone Co---_.............------ 
South 


Ferroviario 


Honduras: Cia. Azucarera Hondurena, 
America. 


Mexico: Cia. Fundidora de Fierro y Acero de 


Monterrey, South America.! 


Peru: Marcona Mining Co_.-.........-.......--..| 


Miscellaneous Latin America: 
American & Foreign Power Co-__-.-....-..---.---- 


products 


Purpose 


Equipment for rayon tire cord plant - 
Aircraft and spare parts............... 


Agricultural commodities. -..........- 
Ae ee a Se amare 
Turbo-generating unit. __..........--- 
Equipment for expansion of steel mill- 
ones EE tid hve cote einas 


‘szcemaidl Eso cece mena 
Turbo-generating unit. .............-- 


Dees BRR «6 kc encoencece 
Steel-mill equipment..............-... 





Jet aircraft, spare engines and parts- - 

Bostorient for automobile produc- 
tion. 

Diesel locomotives, tools and equip- 
ment. 


Equipment for steel foundry - ._-...-.- 
Equipment for iron foundry__.-_...--- 


Renipuent for manufacture of axles | 
=~ parts 
OR ate ate ee 
Dollar requirements_- 
Refinance purchase of United States 
products. 
Equipment for expansion of telephone | 
system. 
Equipment for sugar mill. . - 


Equipment for expansion of steel mill- 
Iron-ore beneficiation plant - - - 


Construction programs of subsidiaries 











1 Increase. 


Amount 


6, 700, 000 


16, 500 
8, 150, 000 


46, 000, 000 
5, 000, 000 


8, 000, 000 


2, 320, 000 
2, 558, 000 


1, 620, 000 
5, 320, 000 
12, 500, 000 
60, 000, 000 
17, 500, 000 
1, 000, 000 
16, 000, 000 
10, 000, 000 


25, 000, 000 


459, 665, 500 


Authorizations July 1 to Dec. 31, 1957, on request of United States exporters or 











financial institutions 
— Simca! 
Supplier Product Destination Amount 
ASIA 
Cummins Diesel Export Corp., Columbus, | Diesel engines_.--- siaiiaeera $11, 000 
Ind.! 
The White Motor Co., Cleveland, a ae Truck chassis. .............- pi coddnwhe 81, 000 
Mack Trucks, Inc., New York, N. a Rs ee oid BRS i sane 46, 500 
Lockheed Aircraft Corp., Burbank, G ali ot ‘Aircraft and spare parts —— “Pakistan__....-- 2, 828, 000 
Curtiss-Wright Corp., W ood- Ridge, N. J....-| Aircraft spare parts. ........ a 456, 500 
EUROPE 

Besser Co., Alpena, Mich.................-... Concrete block machine and | Belgium..-..-.-.-. 38, 000 

attachments. 
Clayton Manufacturing Co., E] Monte, Calif.; Steam generators_. .-..--| Denmark...--.. 3, 350 
ie tied a ands be ankneeinwinke Steam generators, “heaters, Sit 1 20, 000 

and dynamometers. | 
yee Engineering, Inc., New York, | Steam boiler............-... Iceland..........| 115,000 
LeTourneau-Westinghouse Co., Peoria, Ill... .| Tournapull.........-.- ign aend) OR cadeninie 10, 000 








- OE 5 aR bee 
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Authorizations July 1 to Dec. 31, 1957, on request of United States exporters or 
financial institutions—Continued 


Supplier 


, Sivalls & Bryson, Inc., Kansas City, 
0. 

Massey-Harris-Ferguson, Inc., Racine, Wis__. 
Caterpillar Tractor Co., Peoria, Peictiirtbinke ae 


Do. 
Thomson Machinery Co., Inc., Thibodaux, 
a. 


eds os 
Minneapolis-Moline Co., Minneapolis, Minn - 


General Dynamics-Convair Division, San 


Diego, Calif. 
—? Trucks, Inc., New York, N. Y 


Fruehauf Trailer Co., “Detroit, “Mich. 

Chain Belt Co., Milwaukee, W Mo 

Wurster & Sanger International, Inc., 
cago, Ill. 

owe Engineering, Inc., 


~ Chi- | 
North Branch, 


The Yale & Towne Manufacturing Co., New 
York, N. Y. 
Do... aly 
The Permutit Co., “New York, N. Y. 


Eversman Manufacturing Co.,! Denver, Colo. 


oo 3s one cab iainicicnaticncsbeknheacacneats 
Alvey Conveyor Manufacturing Co., St. 
Louis, Mo. 
Girard ‘Trust Corn Exchange Bank, Phila- 
delphia, Pa. 
Barry-Wehmiller Machinery Co., 8 


t. Louis, 
Mo. 

Construction Machinery Co., Waterloo, Iowa.| 

E. V. Prentice Co., Portland, Oreg 

Harnischfeger Corp., Milwaukee, Wis 


LeTourneau- Westinghouse Co., Peoria, Tl sal 


Girard Trust Corn Exchange Bank, Phila- 
delphia, Pa. 

Whitin Machine Works, Whitinsville, Mass_-. 

Jacuzzi Bros., Inc., Richmond, Gavscnireck 

Standard Steel Corp., Los Angeles, Calif 

The Deming Co., Salem, Ohio 


Divco-Wayne Corp., Richmond, Ind_---__.--- 
LeTourneau- Westinghouse Co., Peoria, Ill_._- 








Product 


Grain-storage elevators __--._- 


Tractors and graders-__._.._- 


Diesel tractors. .......-....- 


Tractors and subsoilers.-..-- 
— SING citeaduine eaten 


ments. 


Agricultural equipment. .-__- 
Diesel tractors and attach- 
ments. 





Destination 


LATIN AMERICA 








Disk plowing harrows-.----.--|---.- BGiiic cna 
<gaead Pe shi cch chad xsehanecemerdatncn oe taken 
deg lh ct 00etewdees> versa te cacdleiseniank 
rat! WW ia Sachs bncecscunneenice sol Gtaaaiiae on 

MRO a Hentade RE ares Ost ol 
Fede sn cinituncelinte s telendn cinhccin tae dadiedenin 
as Ws nn seis cerning agen aise atinal nian GE eaten 

WED «  sicwanbesaeeeundiaes wii ND 6 weltiauati 
Diesel cane tractors_.-------|---_- ci cnitiaans 





| ‘ractors and harvester com- |_--_- 





bines. | 
Aircraft and spare parts----- |----- a a biienek 
Dump trucks---_-.---.------ | Costa Rica__-.- 
Truck tractors. .........---- os = scene 
Semitrailers_ Sich usm Siisiiaabel er 
| Concrete mixers...-.....-.-.}.---- . ees 
| Equipment for processing | Guatemala_.-_---- 
shortening and salad oils. 
COUR GEIR a innccsein<ccceul Sores an 
| 
Lift trucks and parts_.--..--|_.--- ee 
Industrial warehouse truck--}__-_- hic cmoniceed 
Water-purification equip- a eee 
ment. | 
Land levelers, graders, and ula dtintade 
ditchers. 
Land levelers and scrapers. _|.....do.__---.-- 
Conveyor machinery -.------- Saal a 
Te aoa a casein ctl sctee OGAcniésiees 
Pe iicch anne cetnecheenae DG ccscinnenns 
Truck-mounted concrete bi es Dt cmanmaana 
mixers. 
Equipment for manufacture |____. Diicnesnasce 
of ply wood. 
| Diesel engines and generator |__...do___...----- 
sets. | 
Tournapulls with serapers__.; Panama_-__....-- 
Hospital equipment__---_-.-_-- | POR sccnninnese 
| ‘Textile machi? ..25 2 cis. feck Biikcines niak 
Water pumps and related |____- licewdcnes 
equipment. | 
Fishmeal plant__..----_.---- ee GR sinnwndis 
Turbine and _ centrifugal |___-- iicccnladail 
pumps. | 
Bus-body parts. -_........--- Miia I caisanisienmivden 
Tournatractor_.........-_--- alsa cisatmincsatied 
Drills, air compressors, and “Venezuela_.....- 
related equipment. 
Truck and industrial scales__|-_.-._- Dib ict ennvd 











1 Increase. 


Amount 


2s B 
z 


B28: 


BS SRES 
S S82S8828s 55 SSS SSSSSE 


Sere $38 


2 RO 
SS oe 


Lo 


75, 000" 


201, 000° 
46, 000° 
116, 700 
54, 000 


23, 000 
280, 000 


9, 800 
30, 000 


48, 000 
15, 000 


36, 000 
13, 000 
65, 000 


31, 000 


8, 731, 530 
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Allocations July 1 to Dec. 31, 1957, under credits previously authorized 








Country-obligor Purpose Amount 
AFRICA 

Union of South Africa: 
Merriespruit Gold Mining Co., Ltd.!__.._..| Mining equipment, materials, and services. $126, 683 
Buffelsfontein Gold Mining Co., Ltd.1____|...-- At ahh bk bhi Mon tidhnndict sake ale 723, 900 
tanec ecaensinis hn enieetil Stak hndairatine wa bbuees eae pdugelthadnedl 900, 600 
Hartebeestfontein Gold Mining Co., Ltd.1_|__-_- De gids da ditch bd acklciiguasadard 1, 416, 023 

ASIA 

Indonesia: Republic of Indonesia !_ _ ...| Cement plant ; 700, 000 
Iran: Imperial Government of Iran.----..-...-- Diesel locomotives and steam generators - ; 10, 000, 000 


LATIN AMERICA 











Argentina: Celulosa Argentina, South America_| Equipment for pulp and papermaking 6, 500, 000 
facilities. 
Tl kcitnineiaitsdetnicnasitade aot dla wid PRR Rit den wasinnsmepenamwbousihenes 20, 367, 206 
1 Increase. 


Outstanding balances as of Dec. 31, 1957, of loans made by commercial banks and 
others under agency agreements which provide that Export-Import Bank will 
make reimbursement only in the event of default 
































| | 
Country | Bank | Credit Amount Outstanding 
| No. balance 
ele titi | pote sities 
ASIA 
PES ota cnenose Chemical Corn Exchange Bank.__-.......| 663-1_.__|_- ati $289, 056. 98 
ee First National Bank of Chicago. -.-- | 815-A___/|$1, 108, 174. 01 
sai icc Seattle-First National Bank...............|..........| 485, 270.95 
———— 1, 593, 444. 96 
ES National Bank of Commerce of Houston. -_| 928-A-..- 368, 900. 84 | 
ee PY PE IE inne a Saiteinideaninsacahice dts esses sé 1, 742, 602. 73 | 
|—_____———| 2,111, 508.87 
Total Asia_.-|-_- . | allies dems 3, 994, 005, 51 
EUROPE 
| } 
Austria... ....- Be 6 Sears .-------| 647-B...| 204, 491. 60 | 
Rnb sai EOS F Philadelphia National Bank... _- st een kala Baie 3, 999. 79 | 
{ |__| 208, 491. 39 
aaa First National Bank of Boston._..........; 589___.- sc scttsdaiie sin ti 312, 481. 44 
ES Girard Trust Corn Exchange Bank... ___- DiGi cues | eiathieen to tih eeharsed 58, 744. 40 
| | 
I  iaiad nina snintin tee cihinedesiinineeiie bteicapliauns heels 579, 717. 28 
LATIN AMERICA 
American Security & Trust Co_...__- fe hn deendenhamend 583, 111. 98 
a Trust Company of New York..| 507....-.|...--.-------- 368, 682. 17 
. | 46, 272. 38 
59, 918. 21 
American Security & Trust Co_..........-. Ne isa NRina tiles asigthete - 338, 844. 83 
Chase Manhattan Bank..............---. ee Ss saaty enh dillon lo Bi 569, 790. 72 
See OO "TING BIOs ndcncnctapidésinwwsnesces iin smal leh aan 80, 964. 59 
tine bacon John pam, eath titichihdciabiitnh wthoonth IIA, . chi) <tihipceaixbeneoss 26, 283. 19 
I chi Dine tN MR tnd nts bubibisehdld bene bed uilnaie ome Xe 652-4 “ 19, 607. 16 
0 SEE Cae I ad lies cca 652-1_- cedatiaeatined ares 39, 988. 14 
Mexico..........---| Mellon National Bank & Trust Co....._.- BBs citscahwseesuce 4, 193. 28 
Rha <aimsirinihetibieeen United States National Bank of Denver-_..| 636-1_...|........-.---. 2, 150. 37 
ebisdicentn mainte Continental Illinois National Bank & | 640-1.._-|_.....-.- * 4, 353. 75 
Trust Co. of Chicago. 
Rei desstiaphacelats .| First National City Bank of New York...) 667-1 Mh cakhwihogdl 31, 240. 71 
cts ancien a First National Bank of Chicago. _-_-.--_-- Pe Parekh iesiabewnenso. 22, 230. 00 
initiate dinates Girard Trust Corn Exchange Bank.......| 767... Dace slides estes 65, 000. 00 
Nicaragua..........| First National City Bank of New York.-..| 578-3..._|............-- 18, 741. 92 
i sstcipensnsantek Guaranty Trust Company of New York..| 581-1_...|..........-.-- 168, 435. 00 
Chase Manhattan Bank ---._....._..._.--- selec vbeninnieie 4, 438. 20 
First National — Bank of New York...| 664-1____|..........-... 7, 759. 00 
Venezuela..._....._|..... i cb aaibadals aoe --| 620-1____| sag 108, 804. 74 
Total Latin 2, 570, 810. 34 
| 
} 
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Oustanding balances as of Dec. 31, 1957, of loans made by commercial banks and 
others under agency agreements which provide that Export-Import Bank will 
make reimbursement only in the event of default—Continued 








Country Bank Credit Amount Outstanding 
No. balance 
OCEANIA 
New Zealand.......| First National City Bank of New York.__| 578-2_- cs, aaah oe hae $2, 407. 63 
| ————— 
Totalloans {.-.-.--- sp Bist aan th nab arcmegie asia siulg dete en gemma “ «died 7, 146, 940. 71 
under } 
default 
guaranty. | | 





Outstanding balances as of Dec. 31, 1957, of loans made by commercial banks 
under agency agreements which provide that Export-Import Bank will make 
reimbursement on specific date or upon demand 














Country Bank | Credit Amount Outstanding 
No. balance 
LATIN AMERICA 
Brazil__............| First National Bank of Chicago__._..._._- oe | nwasnedtipewns| np Qian 
Colombia__........} Hanover Bank es inthinnth onan 1, 598. 48 
a __-| Bank of America National Trust & Sav- | 930_____- $4, 500, 000 
ings Associatiyn. 
SOT Baked eel AE A ies dams sind > hain vinaleameaig sie eeedicamhinl 3, 000, 000 
Do.............| Chase Manhattan Bank............ <natinddlassUtiniion 4, 500, 000 
DS Selig ss ectead Chemical Corn Exchange Bank___. ee ia eee 4, 500, 000 
Tt hccmate sins bain First National City Bank of New York_- eae 4, 500, 000 
Do ...---| Grace National Bank-__--- li ali 1, 500, 000 
Do Guaranty Trust a any of New York_. 4, 500, 000 
Do 5 _.| Hanover Bank 4, 500, 000 
Do___..........| Irving Trust Co 3, 000, 000 
Do_________----| Manufacturers Trust Co___- 3, 000, 000 
a ; J. Henry Schroder anes Corp... 1, 500, 000 
Do.. Swiss Bank Corp_- pi crass coca oe caomad seahew vies allie beeocce 750, 000 
— -| 39,750, 000. 00 
Uruguay First National Bank of Chicago J iii t% ei 68, 800. 00 
Miscellaneous, | First National City Bank of New York___| 559.-___.|_...-_____- 51, 709. 38 
Latin America. 
idan glee Central Trust Co-__--_-.- ; 2 Sn Wine aiciearcs 48, 804. 91 
WU. cv awexs e Siete <n aousenerss seater 40, 988, 852. 45 











Unused balances of letters of credit outstanding as of Dec. 31, 1957, issued under 
agency agreements which provide that Export-Import Bank guarantees reim- 
bursement 


























Country Bank | Credit Amount Outstanding 
No. balance 
ASIA 
Indonesia. - - - - - Chase Manhattan Bank | 472-D_-_.| $17, 666. 08 | 
Do._...........| Chemical Corn Exchange Bank- a ata 4, 688. 40 
Do.........-...| Manufacturers Trust Co.......--- |-- 426, 324. 00 
— ae $448, 678. 48 
Do. _.....| Bankers Trust Co_._____- Sak etos | Soo 77, 827. 53 
Do.......----.-| Chase Manhattan Bank- ee eens 543. 40 | 
Se. Guaranty Trust Company of New Y ork.| Pe hie ss 100, 484. 65 
|————_—_____—__ 178, 855. 58 
Retain aetiitnt coe Irving Trust Co--. dhiaidedtrtindata Ss cc acrceneonden 857, 155. 88 
PE acacbesscdcce Chase Manhattan Bank________- Bees eee 7, 920, 730. 36. 
ie daauisie-algeans First een City Bank of New Y ork.| 785......|-_-- sae 5, 897, 146. 48 
Do a sel Re awebadnes ka caine | 5, 103, 879. 35 
Do anh Utes Manhattan Bank-___-__-___- 823 7, 520, 872. 33 
ndnckanctucsiapiinn ae Nh cite ae he ele el Nichia ick est acdisciorstrcabe 3, 908, 272. 60 
MR iccisnrimantaasibtis First National mre Bank of New York.} 932.....-|-......-- ieceati 6, 315, 427. 30 
, | PRE RAE SNe SE eitncata dees hes 293, 806. 86 
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Unused balances of letters of credit outstanding as of Dec. 31, 1957, issued under 
agency agreements which provide that Export-Import Bank guarantees reim- 





























bursement—Continued 
Country Bank Credit Amount Outstanding 
No. balance 
ae canes bh eaten Bank of California, N. A.__...--..----- 538-A ._. $99, 990. 18 
asides tpidelinb aa Chemical Corn Exchange Bank__.......].....----- 89, 645. 00 
$189, 635. 18 
TEEN nn ee eee eemekin 538-B - _- 121, 969. 24 
i iaatieteiigsn hitb Guaranty Trust Company of New York-_|_.__._---- 406. 25 
122, 375. 49 
PN ne sats achat Bank of California, N. A.........-.---- 538-D__. 6, 997. 00 
Wiieos tis tes Chemical Corn Exchange Bank__.......]...--__--. 40, 861. 32 
47, 858. 32 
i ipidnnaneuine Manufacturers Trust Co_.............-- OP i ccthewcececcascssws« 69, 246. 15 
Dk ead aston SE Nhe cu camedincmn SR Bde takhwucecae ns 24, 851. 58 
IIE os inne tsinkie Chase Manhattan Bank-.---.-.-.....-.-- 407-R- . uj 578, 003. 75 
ME CR e dee eb eo oe eee Sede Revenkwamng : 39, 476, 795. 69 
EUROPE PET aie: 
I obits so Guaranty Trust Company of New York-_| 778__..--|..-.-.---------- 721, 890. 00 
| _ alta  g  re Manufacturers Trust Co....-....--- 844_____. 43, 475. 59 
eg ee nhac ansahelocasecrangloe=acarkerntabaq 765, 365. 59 
LATIN AMERICA a ae a 
Argentina... ......-- Chase Manhattan Bank--------- 8.5-.3 3, 570, 459. 97 
aici cane alia First National City Bank of New eet Se 8, 526, 345. 84 
Siew tnienidbaad es nanspagishe oanlondcteelinad 5, 630, 269. 52 
—_—_——_——_ 17, 727, 075. 33 
ees acsomiee Se MNES 25 Soci cockoceec dd 826-A_. 3, 094, 880. 00 
itech Chase Manhattan Bank-..---.--....-...].--------- 3, 200, 000. 00 
sie pine cede First National City Bank of New York.|______-__- 20, 053, 475. 00 
———————— 26, 348, 355. 00 
Ee I ee Wiliextedes 3, 284, 177. 68 
Ba asus ae Chemical Corn E xchange ee 4, 450, 599. 30 
iiiessicocicdiae First National City Bank of New York.|___._.___- 2, 125, 359. 00 ie 
TN 98 
Be. cn. ee eG tds canedelobtu nde cmelanmeeadl iedin = dies Rtaaigth odie a 8, 367 ” 908. 55 
dati anh cians itiges National Bank of Washington, | 529... -.|.......-..------ 6, 293. 67 
Neha becuase Olas. Manhattan Bank- ea SE tne 2, 253, 463. 65 
ele eiccwibae D Chemical Corn F.xchanye Bank. ot 807, 660. 26 
Pk oteniiees First National City Bank of New York.|__._____- 145, 994. 57 
I iss entionsccatots Guaranty Trust Company of New York.}-__--.---- 10, 976. 06 
-_—_—__ 3, 218, 094. 54 
Dltcascdees a oa 3) Gori. hee 2% 2, 883, 291. 31 
ee ote First National City Bank of New York_| 814.____- 604, 326. 55 
I Toasts sid cis toate Toa laceteniete e ean eee ian nna a led eee ores yeren So toshiba 2, 199, 710. 00 
Chile J. Henry ‘Schroder Banking Corp NTE oe... 265, 000. 00 
Costa Rica......... American Security & Trust Co..........| 892.-....]-- etaia 9, 632. 12 
ee... Banco Nacional de Mexico__--..-....--- a 10, 255, 207. 25 
Be Sebi pg SO a ee a ee 13, 720, 083. 00 
——_—_§—| 23,975, 290.25 
Paraguay.......... First National City Bank of New York.| 570..... 1, 670, 502. 45 
ar eee re Se cia imialcnes ui oge gic aigrines ada da nue st ot aae 6, 000. 00 
Tete td, 6 i nen abnethaesntiemovabeeenadioweansenes 97, 140, 910. 75 
Arrerica, 
en beet noonvelodlvawescescscnmees 137, 383, 072. 03 
teed letters 
of credit. 
Add: Letters of 
credit issued by 
Export-Import 
Bank; 
es we dimomne 577-B 1, 261, 734. 10 
ee ee ceseaan mah aonaah Bs nich ed 5, 150, 000. 00 
ES Bm a Aa i EE LN AILS EN Sane a Ss cess 1, 000, 000. 00 
——————_ —— 7, 411, 734. 10 
on seen ebcinns ialreeiaieincih-cunteiietmddiiamaneiaeawes ~ 144, 794, 806.13 
balances of 
letters of 
credit out- 
standing. 








ca nh Falta 


sooo 


i eS i NPI EDO a SA a mA 


pase het brane = 


<> Sancta ag BES Nem 





A 
A 


se &) fete 


. 18 


te 
o 


Bene 


Isle 


iss 


S 


U 


% 


10 
.13 


INTERNATIONAL DEVELOPMENT ASSOCIATION 309 


Statement of repayments on loans outstanding Dec. 31, 1957, by calendar years* 
{In thousands of dollars] 


Calendar Principal Interest Total Calendar Principal Interest Total 
year year 

ee $360, 684 $106, 086 $456,770 || 1972........-- $45, 810 $6, 718 $52, 528 
Piaihccnat 271,539 103, 551 375, 090 |} 1973.......... 43, 471 5, 207 48, 678 
a 285,518 82, 068 367, 586 || 1974.......... 37, 530 3, 850 41, 380 
aie cael 276, 244 70, 891 347, 135 || 1975.......... 34, 813 2, 655 37, 468 
ee deaiabinie.cniicl 258, 932 61, 527 320, 459 || 1976......-- 24, 040 1, 549 25, 589 
TORS tensa 257, 544 51, 480 309, 094 |} 1977......---- 2, 366 1, 043 3, 409 
We secsdsces 217,282 42, 229 259, 511 Tb an<epace 1, 487 965 2, 452 
Be ieninadend 210, 915 34, 047 244, 962 || 1979........-.- 1, 539 913 , 452 
iaikacsdicateas 120, 177 27, 084 147, 261 || 1980........-- 1, 316 859 2, 175 
Pe eiiieiibgitiaieces 111, 000 24, 897 135, 897 ES bined entete-viale 823 823 
Se 105, 158 19, 521 124, 679 || 1982.......... 14, 000 823 14, 823 
| eee 103, 053 16, 060 119, 113 ——_—- 

Bete kainwn 104, 101 12, 658 116, 759 Total._..-- 2, 972, 171 686, 933 3, 659, 104 
p ERS a 93, 682 9, 329 103, 011 





1 Exclusive of delinquent loans totaling $12,243,464.86 and loans fully reserved of $127,980.19. 


Cumulative statement of loans and authorized credits, February 19384 to 
December 1957, inclusive 





Area Amount 
i ritieretnnwinpitintitinnnemmncngnronvetinvewrvemmnmel ituniginacetayinmel $8, 959, 418, 211, 64 
Authorizations taken over by others, without recourse to Export- 
Import Bank: 
IN Se cst chhgicisebodccniciegiincs nino alisdinacenetening Sie aeedie $28, 376, 568. 27 
PO citinudnadtchvandvedipantnadviininenhdcidoeeieniieen 168, 018, 795. 63 
acca phd kics eta sataeicann tone navn ese nan wcalpiorplacndeld anlar 14, 000, 000. 00 
_—_——- 210, 395, 363. 90 
I BIG I niin 0 ne ccnttnn diene paiapeaindeniaibiimmaa na badmetsl 1, 377, 216, 659. 80 


Export-Import Disbursed by 
Bank funds others at Export- 
Import Bank risk 


Disbursements............-............-..-.-.----|$5, 457, 166, 344.04 | $482,910,221.15 | 5,940,076, 565.19 
I tilt enna camimosnhesancdiiceekeaealn 2, 520, 759, 667. 38 434, 774, 427.99 | 2,955, 534, 095. 37 
Outstanding loans.________________- <ctpiddtedaail "2,936, 406,676.66 | 48, 135, 793.16 | 2. 984, 542, 469. 82 
IIIT, .. . concccancsadesnsnubimmdettinnkenmemdabiondidaiadidcginten 1, 431, 729, 622. 75 


Total of outstanding loans and balance of 
authorizations not disbursed __-_- 


Lending authority assigned by Bank under pro- 
visions of Public Law 30, 83d Cong., for cotton 


pwemssosaccenctconfmenwsccecesaesaqent Gee 
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Insurance on ewports, under Public Law 30, 88d Cong.: Cotton, Dec. 31, 1957 














Policies validated Policies expired Unexpired policies 
Country Num- Num- 
ber of | Amount '| ber of 
poli- sales 
cies 
ASIA 
a dpcccidience Soke oka $37, 392 ate apts ilieighis Ma 
Se inin ics SP anes 19} 1,356,351 11 | $484,902 | 2,808 
EUROPE 
SS een 101 2, 661, 181 ll 214, 862 | 1, 390 
PP ccstenenenehs ea eee) | OL eho: MBA 47 O71. be coun cale----.-. | Jeapeilall 
s+... des pose eS OE ed) SRS OO Pn ol clk aa 
Germany, Western... 32 | 1,258,414 | 7,405 
SN tien salb cision ac gins cov cunuh ogiedeleanne 
ra 7 139, 174 900 
Netherlands. ._...._. 14 606,795 | 3,492 
i cniesetwihel. G2. n. 2a?) 2) See Re ee 
SSS re ee Ue Lee | el ee ees 
Switzerland... _. ne Li ieee atucn o'Sae see 
United Kingdom ___. 49 | 1,830,391 | 10, 474 
eo 124 | 4, 534, 538 | 26, 473 
Extensionsvalidated.| 642 | 22,756,887 |190, 434 |.......|............]--....--]-.-2-- Je 
hos 1,415 | 55, 512,340 (320, 323 124 | 4, 534, 538 | 26, 473 





' Maximum allowed to any 1 country $10,000,000. 
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Summary of operations of Haport-Import Bank during 6 months ending Dec. 31, 
1957, and preceding periods 


{In millions of dollars] 
TRANSACTIONS DURING PERIOD 





Cancells- 




















Period New credits} tions and Loans 
authorized | participa- | disbursed repaid 
tions 
i I owe cmeriieanl $468. 3 $36.3 $535. 9 $154. 5 
SER DS OS ee ee 1, 067. 4 38.7 233.1 278.2 
July 1, 1966, to Jume 30, 1966...................-..-....- 234. 6 51.3 197.0 286.0 
SE Be Sy I BOR citer teccdncnaennsense- 631.5 48.7 273.5 298. 1 
July 1, 1063, to June 30, 1964..._..........--..-..---2 2. 250. 4 32.2 565. 2 350. 3 
SU Be SA I TI. nein cece nn vsoscanonenn 571.0 175.5 o15. 9 357.9 
eee 1, pee re oes, PO n= = 550. 9 81.5 243.5 169. 1 
Jaly 1, 1060, to June 90, 1001..............-........- 395. 3 42.8 226. 6 138.3 
July 1, 1949, to June 30, 1950... 405. 5 30.7 196.3 134.7 
July 1, 1948, to June 30, 1949...... 173.8 220. 6 214.3 279.0 
July 1, 1947, to June 30, 1948__..___ ivconiiessthnshicnh actrorcctecens 465.7 163.0 598. 6 120. 1 
Pee Bg BOs OP UN I BO wns oa sn once nee cecknces 279. 2 208. 4 1, 085. 4 61.8 
sary 1, 1065, June se, 1008 .........---...........-...- 2, 197.0 22.5 557.7 37.7 
February 1934 to June 30, 1945._..........-.........---- 1, 268.8 435.4 497.1 289.8 
ST SIRs ech cc dvancosuacunescppesioawas 8, 959. 4 1, 587.6 5, 940.1 2, 955. 5 
BALANCE AT CLOSE OF PERIOD 
Out- Undis- | Com- Uncom- 
standing bursed mitted mitted Earned 
Period balances credit | for cotton | lending surplus 
of loans authori- | insurance | authority 
zations | 
July 1, to Dee. 31, 1957....................| $2 064.6 $1, 431.7 | $50.0 | $533. 7 $475. 5 
July 1, 1956, to June 30, 1957. _.._......---- 2, 603. 1 1, 535. 6 50.0 811.2 442,9 
July 1, 1955, to June 30, 1956.............- 2, 648. 3 740. 1 50.0 1, 561.6 404.7 
July 1, 1954, to June 30, 1955...........---- 2, 737.3 753. 8 50.0 1, 459. 0 367.1 
July 1, 1953, to June 30, 1954._........-...- 2, 761.8 444.4 50.0 | 1, 243.8 330. 5 
July 1, 1952, to June 30, 1953... 2547.0 | Wet oso = | 1,161.7 295. 6 
July 1, 1951, to June 30, 1952..-.._________- 2, 388. 9 $93.9 |... 1, 199. 2 236. 6 
July 1, 1950, to June 30, 1951._............- 2, 314.6 685. 9 ileal alacant | 499. 5 254. 8 
July 1, 1949, to June 30, 1950... _. iia” 2, 226. 3 560. 1 | 713.6 203. 1 
July 1, 1948, to June 30, 1949________- ~oel 2, 164.7 381.6 | 953. 7 154. 6 
July 1, 1947, to June 30, 1948____- ocnniall 2, 229. 4 642.7 |..... at, 627.9 107.0 
July 1, 1946, to June 30, 1947_ aoe 1, 750. 9 938. 6 cee aeons 810. 5 62.0 
July 1, 1945, to June 30, 1946__........__-_- 727. 2 Dp MRE Penccticnein 819.6 32.0 
February 1934, to June 30, 1945. ___-- 207.3 336.3 | a 156. 4 22.7 
| 








Note.—New credits authorized include increases due to revolving credits and interest capitalized less 
adjustments. Lending authority increased by $1 billion in October 1951 and by $500 million in August 1954 


to total of $5 billion, which includes $50 million assigned for cotton insurance, under provisions of Publie 
Law 30, 83d Cong. 
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Operations during 6 months ended Dec. $1, 1957 























i i. 





Notge.— Detail may not add to totals because of rounding. 























; 
; [In thousands of dollars] ‘ 
New credits | Disburse- | Repayments, 
Area and country authorized ments, all all credits 
credits 
Atte: . 
Bypt..----------- ~~ nnn nnn nono en een enna nee - oon} oe -.--2--]---- mene smnens 
TTT ne ee $900 * ag 
EE Shinn wat ca Utengun ata cebne cocoate se clea aaes 2, 500 134 
eh a Nes cs mie neamaehmactiomde saan 
IONE SAINONE Sd 0 64.2 5k cere cde caenscese ce 39 
SEE MI Adin cnccncdemusacnséubeccesedecece 1, 567 6, 224 
tii a dnhdgkasedecckudbebibetagndsumecccsantna ra ae 5, 007 9, 296 j 
Asia: . 
IN wien és San ene aan chdaetienculy ptiboscodniaond ESD. [oc ccensies cael 
SN cideintthiwndtaihcah asia e aes aaa iees na cwanawneh cage on alse eiimeap tannic ceeine 219 
i Etna kmesdnaneacssadspaiteeabaiekoodecbenctuuk  -  QRIGMB Ex.) os-L.h ole de ooo ccee 
EE tatoo de akan antink Seetiaiichibiwhscadebancuee ane 2, 400 
BERID ola an acon nnn a can-nnecanssapaeanaseswcennensesene-e-- 2, 570 58 
eae heit dln snes wkonendnaitbinipundnuntawcccene 177 34 
Sits Gade conn tinhngniocasdubehdiehiberdebessacbdsowes cae ae 5, 771 
A Sitattign ethan ane wasese bagdniieielshbccadteencces 72, 221 23, 556- 
a a A doscel TMT Cw eons eileswéanenenlan 
SR 8, Bids one ideanitihohoo ce nlaphatpiwenkinhiman duos | 454 659 
Saudi Arabia--.-.......-- raedeind sna oeepmharrantaewiees ER ARES 4S gas eee 1, 227 
Es 5 Saraicntn netiswccaeneuesgunihcaetheutiweawsewbdindewiodhs suc ccecivucac A a caaihibciedl alin 26 
IE 6 cocchendcvdeicsthacvehetunuth adele taiemaaie ee ate ie 224 102 
I ixcivucensvanchenbnadehbbdigh sep tenabtldababinaihvah Ctrl beth 386 636 
PE ace ingstbeanneteiaye cance eine 242, 104 | 77, 232 34, 687 
ai, ant tinhoneniutlabbandasasebtbetedt. 0050 oe a 12 
Europe: | 
Sc scarbinendtieneninecas=hibhpanaepeeinanenercs suk 8, 167 4, 258 1, 357 
NS ~~ .ilncek<atabntenerebtdgnsiedemsdsincetoncahed 38 | ta ie 3, 333 
I oa leh ne scialhininpeedibins Vet eres Cen abdentane 23 | 26 680 
a te nd Be conceal cig ta kESebeubah, pascrececscce ahcaideiias 1, 966 
Ech septs men cnninichnmencepees ameanpaedoeragunenswes 46, 000 | 6, 922 23, 272 
ns 4c pnAEb epnnibicnanantinde mpapttenesdedcnmatnnsachlonaneccces 1, 091 25 
iach tatndet aclon deddaonep tacit nibdieage qeamee anita wawins ies diemeiee |. J 110 375 
tne Raab ach tian ce wachnnys witiweinbechsthhaementseus ete ont nanan spiny Adan 
idl ib enretienaupeosdsvclaratinianccntentsantquanss 5, 000 13, 131 7, 828 
Netneriends. ............. Riba ai ae naentnted- eddie mdi tatiid so Pads TF i AN 3, 333 
ht skekdseenadenanan stwanadatehwtcdmpetgedapeantlcncccccceces salnienetee 1, 389 
i The eicedid i onagdausenth ab tmp subesanenamandinnte oo eaereles 868 
taille tals achnctsint heh. ct oete age aguante ishing aaeneaateron tik ;. ae 241 
Sh iinisicbdctalotarmadrksnubraemens beaninkectememe saat 8, 000 1, 955 163 
ie iinsniihicta wine anagem segue naienweknrunenennt i nici Shee kee 
i a Cs ee neweuiee Seiaeaee se ty: | 250, 000 cane 
a le ae al cn wien aeadatenimetehawotia sane caiccncumec ATR 1, 500 
FE I ct n geen ncinccciideddnminnscdstnttawsednns 67, 353 277, 492 46, 330 
Latin America: 
a 7, 904 5, 459 
ctl oceans Noniaicaieliadianmpiihtisidhc tabs reaens ae : 231 
(AEE ag glia lg a I A i A ec , 14, 908 26, 678 37, 891 
sel Dap Gem nal ile at al Nats Sle Pla 12, 500 18, 469 3, 702 
TT an. ls Se emmnao satin’ 60, 000 53, 043 2, 446 i 
SN il necewtaicachcncedsonsens : pee 178 1, 375 531 } 
tas nthe iidnadbedesuaaantnpininiugesbadunen 17, 500 489 241 t 
RRS A ie eR NTL et AES ~ Wir de 82 1, 023 j 
E] Salvador Be gine stn ndm wndne . 9 17 } 
Guatemala............-.-- CN aE | 165 189 234 
i a ag la Ss 12 nesccmmeeee 
aa hel Sala nan acne nereinnsiniatunwatt 1, 000 511 6 
ei a oS da a ca fan iia , 17, 138 28, 012 &, 817 
PR cdipnicnta pease ds drelerancmeabooivpanus wi | vo pdatiew eieembamgias 
ae Sian iit heey nigaineleatigiethe ecnbecet GeliaTiod | 23 19 75 
Ee eae re ot ntiemaannamats Satie iletdat : 2, 524 60 
a i ca ah uetacs ne hininnieh pssst Mpoelaaieh woae-se-e--| 10, 432 22, 706 406 
anal hhh alhins baniciaqaaaielnate titedineans Re a ‘ 492 
So than ils cael ei kin crn cian gs aera aalenit oieiannckameeare™ | 96 | 110 1, 469 i 
Miscellaneous, Latin America --............-.-...---- sed 25, 000 | 14, 045 24 
Total Latin America..............-.--.-.-.-- stiekegraes 158, 940 | 176, 178 |_ 63, 124 : 
Oceania: 
sc a 5s canes en eit ei elliot iene haat ico le ce eeieiinaneets 404 
i tia eee ni eas Cla es SI a ia a ee 9 666 
RN i ail a eke nein s anne aeewiin 9 1, 070 
a ll alicia me an 468, 397 535, 918 154, 520 
ee a 
I I a2 ot ttre macnn neahiburaininen teneannionn 11, 415 1, 971 1, 502 
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(Reference to the following material on the Development Loan 
Fund will be found on pages 121 and 147.) 


JANUARY 19, 1958. 


[Press release] 
DEVELOPMENT LOAN FuND ANNOUNCED INTEREST RATES 


WASHINGTON, January 19, 1958.—The Development Loan Fund announced 
today that the interest rate on its loans for nonprofitmaking projects will nor- 
mally be 3% percent. 

Interest rates on loans made to profitmaking enterprises will generally paral- 
lel the interest rates charged by the Export-Import Bank, which presently range 
between 514 to 5% percent. 

These interest rates will, of course, be subject to any future changes in the 
cost of money to the United States Treasury. 


MEMORANDUM ON THE D&VELOPMENT LOAN FUND SUBMITTED TO THE SENATE 
COMMITTEE ON ForeEIGN RELATIONS ON MARCH 27, 158 


In testimony before the Senate Foreign Relations Committee Mr. Dillon has 
outlined the basis for the Administration’s proposal that the Development Loan 
Fund be incorporated, explained the need for appropriation of the full $625 
million already authorized for the fiscal year 1959, and summarized the Fund’s 
activities since its establishment. This memorandum is intended to provide fur- 
ther details on the Fund’s operations and to indicate what might be expected 
of it in the foreseeable future. 

Perhaps the two most significant features of the Fund’s operations thus far 
are (1) the fact that almost half of the $300 million currently available to it 
has been approved or earmarked for specific proposals, and (2) the large and 
widespread interest that has been displayed by the less developed countries in 
securing loans from the Fund. 

Of the $1.9 billion in proposals submitted to the Fund, almost all received dur- 
ing the past 3 months, approval has been given to loans totaling $122 million 
for development activities in 8 countries. This includes $75 million for India, 
which was officially announced several weeks ago. Public announcements on 
each of the additional approvals will be made when the borrowers are informed 
and certain details resolved. In addition, $20 million has been earmarked for 
proposals which we expect to mature into loans when full technical justification 
is received. 

Actual and projected activity 


The loans which have been approved thus far are the result of many months 
of preparation. The Congress authorized establishment of the Fund in mid- 
August of last year and shortly thereafter appropriated $300 million for its first 
year of operation. Following enactment of this legislation, the Loan Committee, 
consisting of the Deputy Under Secretary of State for Economic Affairs, the 
Chairman of the Board of Directors of the Export-Import Bank, and the Director 
of ICA, began to meet and a small, skeleton staff was assembled. 

The first task was clearly to establish the basic policies, procedures, and loan 
terms and conditions within which the Fund would function. Once developed, 
these were publicized on a worldwide basis in a variety of ways, including a 
little gray pamphlet, about 19,000 copies of which have been printed and dis- 
tributed. By mid-January the final element of the Fund’s lending terms was 
made known with the announcement of its interest rates. 

When these preparations were in their early stages, loan proposals began to 
trickle in. By the end of December, more than $500 million were on hand. One 
month later, the total had soared to over $1.4 billion. By the end of February, 
the Fund had received over $1.6 billion in development loan proposals. When 
another tally was made last week it was found that a total of over $1.9 billion had 
come before the Fund. 

The high rate at which proposals were received in December and January has 
begun to taper off. Nevertheless, several hundred million more are expected by 
the end of this fiscal year and another $1 billion during fiscal year 1959. Thus, by 
June 30, 1959, the Fund expects to have had between $2.5 to $3.0 billion in loan 
proposals under consideration. 
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The staif is now processing applications on hand in ever-increasing numbers 
and several are being passed upon almost every week. 

The normal procedure which the Fund is presently employing in evaluating 
proposals is, in general outline, as follows: If, after preliminary investigation, 
a loan proposal is found to be consistent with policy and seems to be economically 
worthwhile and financially sound, it is aceepted for intensive study and full 
technical justification is invited. At this point funds are “earmarked” for the 
proposal. “Earmarking” is an internal administrative device which provides 
assurance that funds will be available when and if the proposal is finally ap- 
proved. The prospective borrower then submits such additional justification and 
information as is needed for firm review of the proposal. If the proposal is 
approved after a thorough examination of the technical details, the Development 
Loan Fund, following a procedure generally similar to that of the Export-Import 
Bank, informs the applicant of such approval by a formal letter of advice which 
sets forth the basic terms and conditions for DLF financing and is considered an 
obligation of funds. The remaining technical details of the loan agreement are 
then negotiated and the agreement executed. Actually, it has been possible to 
approve some proposals that have not gone through the earmarking stage because 
they have been received in a form requiring no further technical justification. 

On the basis of projects now on hand, the Development Loan Fund expects 
that obligations will total $200 million, and another $100 million will be ear- 
marked, by the end of this fiscal year. Thus the Fund will have used up the 
entire $300 million now available. 

In addition, there are many other proposals before the Fund which are worthy 
of serious consideration. In anticipation of additional appropriations by the 
Congress, the Fund will continue to review them, although it is aware of the 
risk involved in arousing expectations that it cannot fulfill. 

Furthermore, even with the provision of the $625 million which the adminis- 
tration now requests, the Fund’s resources will be quite small, compared to the 
$2.5 billion to $3.0 billion in proposals which it anticipates. 


Proposals on hand 

The $1.9 billion in proposals received by the Fund represents about 250 separate 
development activities on 4 continents. In terms of value, the bulk have come 
from the countries of Asia. Slightly more than one-third of the total value 
consists of applications received from South Asia, slightly more than 20 percent 
comes from the Near East, about 15 percent each from the Far East and Latin 
America, slightly less than 10 percent from Europe, and the balance from Africa. 

In terms of the type of facilities involved, proposals for investment in manu- 
facturing enterprises account for almost 30 percent of the value. Power on the 
one hand, and transport and communications on the other, each account for 20 
percent, proposals in the field of water resources constitute 10 percent and an 
additional 10 percent is distributed in approximately equal portions between 
mining and food and agriculture. The balance consists of education, health, 
and miscellaneous proposals. It is evident from this, that although the single 
largest bloe of proposals has been received for profit-earning manufacturing enter- 
prises, over 60 percent of the total dollar value pertains to projects which can 
be described as economic overhead, e. g., roads, multi-purpose dams, communi- 
cations. 

Almost 35 percent of the dollar value of the proposals presented to the Fund 
is for privately owned enterprises. If the applications from India are excluded, 
proposals for privately owned enterprises comprise about 20 percent of the 
total which remains. 

The question might well be asked: How valid, or of what importance are the 
$1.8 billion in proposals now under consideration, out of the $1.9 billion which 
have been received? The Fund believes they are all proposals which merit 
serious consideration. 

Many more inquiries have been made to the Fund than are reflected in the 
above totals. For example, hopeful applicants approach the Fund daily in con- 
nection with projects that are clearly inappropriate in terms of its purposes and 
lending criteria. Such inquiries have been excluded from the list of proposals 
under consideration. 

It should also be noted that the Fund does not count as being presently under 
consideration and does not include in the total of proposals on hand, many 
apparently good projects which applicants have discussed with the staff, or with 
United States embassies or operations missions, but for which the Development 
Loan Fund has not as qet received actual proposals. A number of proposals 
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which have been referred by the Fund to other banking institutions are in the 
same category. 

The proposals are not all of equal quality and many will have to be rein- 
foreed by additional backup material. While the Fund is convinced that they 
all merit serious scrutiny, it anticipates that some will not stand the test of 
intensive technical review and that others will fall by the wayside because 
financing is actually available from other sources, because it will not be possible 
to reach agreement on terms, or for other reasons. In this connection, approxi- 
mately $85 million of proposals which were under consideration are no longer 
in that status, either because they have been acted on unfavorably by the Loan 
Committee, or because other institutions are seriously considering the possibil- 
ity of providing the necessary financing. 


Loan policies 


The management is now looking at each of the projects now before the Fund 
in terms of criteria drawn from the legislation as well as others adopted by the 
Loan Committee to carry out the intent of Congress and for administrative 
reasons. Reflecting provisions in its authorizing legislation, the Fund has 
established the following basic lending criteria: 

(a) The proposed activity must contribute to economic growth. 

(b) It must be economically sound and technically feasible. 

(c) Financing must not be available from other free world sources on 
reasonable terms. 

(d) There must be a reasonable prospect for repayment. 

(e) The proposal must be one which will assist free peoples and the 
country involved must not be engaged in shipments prescribed by the Battle 
Act. 

The Fund has also announced that it generally will not finance credit for 
United States exporters, but will refer such proposals to the Export-Import 
Bank; that it normally will not consider financing working-capital loans, or 
proposals which are essentially for refunding or refinancing. A low priority 
will be given to service industries, to industries which produce goods of a less 
essential nature, and to those which do not earn or save foreign exchange. The 
Fund also expects that private investors who seek financing will contribute a 
reasonable amount from their own resources to the funds required for the new 
investment. 

Each proposal before the Fund is being subjected to the most rigorous scrutiny. 
We recognize that development is a long-term process and that we are not re- 
quired to obligate our funds by any given date. We are, therefore, taking the 
time necessary to assure that each project is technically sound, financially 
feasible and economically important to a country’s growth. 


Relationship with other lending institutions 


Just as the authorizing legislation requires that the Fund not compete with 
private investment, it also enjoins any competition with the Export-Import Bank 
and the IBRD. By placing the Chairman of the Board of Directors of the Px: 
port-Import Bank on the Loan Committee, the Mutual Security Act provides a 
device which assures close coordination of the Bank’s activities with those of 
the Fund. This top-level cordination has been supplemented by the establish- 
ment of both a formal procedure for determining the extent of the bank’s interest 
in proposals before the Fund as well as continuing consultations at the staff 
level. 

The Dxport-Import Bank is now forwarding to the Development Loan Fund 
for consideration applications which are economically feasible and meritorious 
but which it does not wish to finance because of the limited dollar repayment 
capacity of the borrower. Conversely, the Fund forwards to the Export-Import 
Bank applications which appear more suitable for bank financing. The bank 
is now giving serious consideration to several such proposals. 

The executive-branch proposal for incorporation of the Fund would coutinue 
to provide an opportunity for coordination with the Export-Import Bank at the 
Board of Director’s level and it would also reinforce the informal coordination 
which now exists with the [BRD by placing the United States Executive Director 
of that institution on the Fund’s Board of Directors. 

The Development Loan Fund is not only in close touch with the other financing 
agencies; it is also actively considering joint financing with those agencies of 
several specific projects and programs. An illustration of this kind is the Indian 
program. The Fund had extended discussions with the International Bank to 
determine which projects in the Indian program the bank was prepared to 
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consider. Then representatives of the Export-Import Bank and the Development 
Loan Fund met jointly with representatives of the Indian Government to con- 
sider the priority projects that these institutions could help to finance. At the 
present time the International Bank is concentrating on the rehabilitation and 
modernization of the Indian railway system. The Export-Import Bank will 
finance capital goods for use in irrigation, power, mining, transportation, and 
industrial development. The Development Loan Fund will finance steel for the 
railway program as well as components for the road program and jute and 
cement machinery. A joint Export-Import-Development Loan Fund mission 
is now in India to conclude detailed arrangements for the use of the credits. 
Thus, the International Bank, the Export-Import Bank, and the Development 
Loan Fund are all helping in a coordinated way to finance projects of high 
priority in the Indian second 5-year plan. 


Staffing and organization 


The Fund, both in its present and incorporated form, will not duplicate the 
activities and personnel of other agencies of the Government. The staff of the 
Fund is, and will be kept, modest in size. The Fund will use its own assets in 
fiscal year 1959 to meet administrative expenses. Current plans are to increase 
the present administrative staff of 25 to about 42 by the end of fiscal year 1959. 
At that time it is anticipated that approximately half of the staff will be pro- 
fessional, and half clerical and stenographic. 

The staff of the Fund will be organized into four distinct operating units. 
An Office of Finance and Development will be responsible for general financial 
management and for handling such special problems as loan terms and con- 
ditions, promotions of development banks, and private enterprise participation. 
A Loan Operations Office will be responsible for preparing the economic, tech- 
nical, and financial evaluation of proposals before the Fund. In addition, the 
proposed corporation will have a General Counsel and Secretary. 

This small staff will use to a maximum degree the personnel resources of 
other agencies of the Government. Thus the United States operations missions 
and embassies will receive applications from prospective borrowers, provide 
necessary information and advice, supply appropriate information to interested 
parties, and maintain contacts and conduct negotiations with applicants when 
necessary. 

On the Washington end, it is planned that the Export-Import Bank will provide 
the same services which it now performs for the International Cooperation 
Administration in the administration of loans. It is considered appropriate that 
the bank perform these activities since it is well versed in, and has the personnel 
to provide these services. It is also contemplated that the International Coop- 
eration Administration will provide accounting and administrative services on 
a reimbursable basis. 

The Fund will continue to call on the economic, technical, and financial sery- 
ices of the Export-Import Bank and the International Cooperation Administra- 
tion. As appropriate, the technical facilities of other Government agencies will 
be used on a reimbursable basis. The Fund may, for example, call on the 
Bureau of Public Roads or the Public Health Service to survey the technical 
aspects of proposals under consideration. The Fund may also employ the serv- 
ices of private consulting and engineering firms. The Fund will, to the maximum 
extent feasible, obtain necessary engineering and other operational services 
from these sources so as to avoid or minimize the need for operational personnel 
in the Fund. 

By utilizing public and private resources in this manner, it will be possible 
for the Fund to obtain highly competent expert services in a wide variety of 
fields from other sources while holding its own permanent staff to a modest 
size. The Fund will have sufficient staff to secure and evaluate technical, en- 
gineering, financial, and other information bearing on proposals before it, to 
permit independence of judgment in applying the criteria which govern the 
operations of the Fund, to exercise responsibilities for the negotiation of loans 
and other transactions of the Fund, and otherwise to carry out effectively the 
objectives of the Fund. 


Proposed statutory positions 

The Fund requires in its key positions people with considerable experience 
and skill. In addition to the Managing Director at $20,000 a year and the 
Deputy Managing Director at no more than $19,000, the executive branch is 


requesting statutory authorization for 3 other officers for the Fund whose titles 
will be determined by the Board of Directors and who will serve at no more 


than $18,000 a year. 
28579—58——-22 
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Authorization of these offices is considered of vital importance to sound, effi- 
cient, and resourceful management of the Fund. The need for such offices arises 
out of the magnitude, scope, and importance of Fund operations, and out of 
the responsibilities which must be performed by the top management of the 
Fund. 

It has already been noted that more than 250 proposals have been received 
by the Fund, totaling almost $1.9 billion, for development activities on 4 con- 
tinents and covering a wide variety of fields. These proposals, which are ex- 
pected to reach $3 billion by the end of fiscal year 1959, and may well exceed 
that figure, must be reviewed and evaluated for possible financing from the 
resources of Fund—resources, which, if funds currently requested are appro- 
priated, will be close to $1 billion, and can be expected to increase in future 
years. Where proposals are approved, loan or other financing arrangements, 
often highly complex in character, must be negotiated and agreed upon and 
appropriate implementation or followup action must be taken. 

The operations of the Fund are not only varied and extensive, they are also 
of critical importance to United States foreign-policy objectives. As has been 
emphasized by the President and others, the Development Loan Fund is the 
principal United States instrument for aiding in the development of less 
developed lands where economic progress is an essential precondition to the 
preservation of freedom and strengthening of democratic institutions. It is in 
these countries that the Soviet bloc is vigorously pressing its economic offensive. 

The foregoing suggests the scope and importance of the responsibilities that 
will be borne by the senior management officials of the Fund and specifically by 
the proposed officers who will form the core of that management. It should 
be emphasized that these officials will be responsible not only for directing the 
operations of the Fund’s staff, but for obtaining and assuring the effective per- 
formance of technical and administrative services from personnel in other Gov- 
ernment agencies as well as, in some cases, from qualified private funds. Thus 
the size of the Fund’s own staff is not the measure of the personnel resources 
which will be brought to bear upon the Fund, and for which these officials will 
bear responsibility. 

The responsibilities of these officials will include such things as assuring the 
sound and efficient review and evaluation, from the engineering, financial, 
economic, technical, legal, and other standpoints, of the voluminous proposals 
received by the Fund; dealing with high officials of foreign governments, private 
American and foreign business and banking institutions, and other Govern- 
ment agencies on matters relating to the Fund; directing negotiations of loan 
agreements and other financing arrangements; bearing decision-making respon- 
sibility and exercising independent judgment in applying the policies of the 
Fund; and taking other actions necessary to carry out the Fund’s program 
effectively. 

It would seem clear from the above discussion that the proposals for senior 
staff for the Development Loan Fund are by any standards very modest for 
an undertaking of this scope and significance. 

The pending bill authorizes the Board of Directors to determine the titles 
of three of the statutory positions, and sets a ceiling within which the salary 
for each of these positions may be fixed. This will give the Board of Directors 
to be established by that bill some discretion in determining the precise nature 
and level of each of these statutory positions. If is planned that the balance 
of the Fund staff will be employed pursuant to the regular authorities of the 
Civil Service and Classification Acts or other relevant authorities. 


STATEMENT OF THE MANAGER, DEVELOPMENT LOAN FUND, BEFORE THE HOUSE 
COMMITTEE ON FOREIGN AFFAIRS, MARCH 11, 1958 


I welcome this opportunity to appear before this committee for the first time. 

Mr. Dillon has already reviewed the administration’s proposal for incorpora- 
tion of the Development Loan Fund, outlined the basis for our request that the 
Congress appropriate the full $625 million already authorized, and indicated 
what the Fund has been doing since its establishment. I should like to use this 
opportunity to report further on the Fund’s operations thus far and to indicate 
what might be expected of it in the foreseeable future. 

First, I am pleased to announce that the Loan Committee has given its ap- 
proval to loans totaling $122 million for development activities in 7 countries. 


Sn PA e Minne AE 


cr A EI CE RRL EN 





Th 
Pu 
the 
mi 
los 


Pr 


mera Bor 


~ Te TF 


-~ 


—_ = 


»ffi- 


aS nen ee 


INTERNATIONAL DEVELOPMENT ASSOCIATION 321 


This includes $75 million for India, which was officially disclosed last week. 
Public announcements on each of the additional approvals will be made when 
the borowers are informed and certain details resolved. In addition, the Com- 
mittee has earmarked $20 million for proposals which we expect to mature into 
loans when full technical justification is received. 


Proposals on hand 


All told, the Fund now has under consideration about $1.5 billion in loan pro- 
posals. What kinds of activities are involved and where are the proposals from? 

Almost 200 proposals have been received from 4 continents. In terms of value, 
the bulk have come from the countries of Asia. Slightly more than 40 percent 
of the total has been received from south Asia, 25 percent from the Near East, 
almost 20 percent from the Far East, slightly less than 10 percent from Europe, 
and the balance from Africa and Latin America. It should be noted that the 
figures for south Asia are heavily weighted by approximately $400 million in 
proposals from India. These constitute the more urgent requirements from a 
much larger list presented by that country. 

In terms of the type of facilities involved, proposals for investment in manu- 
facturing enterprises account for almost 35 percent of the $1.5 billion now under 
consideration. Power on the one hand, and transport and communications on 
the other, each account for an additional 25 percent. Another 12 percent is dis- 
tributed in approximately equal portions between water resource and mining 
development, and the balance consists of food and agriculture and miscellaneous 
activities. It is evident from this that, although the largest bloc of proposals has 
been received for profit-earning manufacturing enterprises, almost 60 percent 
of the total dollar value pertains to projects which can be described as economic 
overhead, e. g., roads, multipurpose dams, communications. 

More than 40 percent of the dollar volue of the proposals before the Fund is 
for privately owned enterprises, and another 5 percent represents applications in- 
volving mixed public and private ownership. If the applications from India are 
excluded, proposals for privately owned enterprises comprise 20 to 25 percent of 
the total which remains. 

The question might well be asked: How valid, or of what importance are the 
$1.5 billion in proposals to which I have referred? We believe they are all 
proposals which merit serious consideration. 

Many more inquiries have been made to the Fund than are reflected in the 
$1.5 billion. For example, hopeful applicants approach the Fund daily in 
connection with projects that are clearly inappropriate in terms of its purposes 
and lending criteria. Such inquiries are excluded from the list which we have 
under consideration. I have reviewed this list from time to time and per- 
sonally excluded a number of items that are clearly not worth expenditure of 
staff effort. 

I should also note that the Fund does not count as being presently under 
sideration and does not include in the total of proposals on hand, many ap- 
parently good projects which applicants have discussed with us, or with United 
States embassies or ICA missions, but for which we have not as yet received 
actual proposals. A number of proposals which have been referred by the Fund 
to other banking institutions are in the same category. 

The proposals are not all of equal quality and many will have to be reinforced 
by additional backup material. While we are convinced that they all merit 
serious scrutiny, we anticipate that some will not stand the test of intensive 
technical review and that others will fall by the wayside because financing is 
actually available from other sources, because it will not be possible to reach 
agreement on terms, or for other reasons. In this connection, approximately 
$85 million of proposals which were under consideration are no longer in that 
status, either because they have been acted on unfavorably by the Loan Commit- 
tee, or because other institutions are seriously considering the possibility of 
providing the necessary financing. 

Actual and projected activity 

The loans just given approval by the Loan Committee are the result of many 
months of preparation. As you recall, the Congress authorized establishment 
of the Fund in mid-August of last year and appropriated $300, million in Sep- 
tember for its first year of operation. Shortly thereafter, the Loan Committee, 
consisting of the Deputy Under Secretary of State for Economic Affairs, the 
chairman of the board of directors of the Export-Import Bank, and the directer 
of the ICA, began to meet and a small, skeleton staff was assembled. 








322 INTERNATIONAL DEVELOPMENT ASSOCIATION 


The first task was clearly to establish the procedures, basic policies, and loan 
terms and conditions within which the Fund would function. Once developed, 
these were publicized on a world-wide basis in a variety of ways, including the 
little grey pamphlet which many of you have already seen. We have printed 
and distribtued almost 19,000 copies of this document. By mid-January the 
final element of the Fund’s lending terms was made known with the announce- 
ment of its interest rates. 

When these preparations were in their early stages, loan proposals began to 
trickle in. By the end of December, more than $500 million were on hand. One 
month later, the total had soared to over $1.4 billion. And by the end of Feb- 
ruary, the Fund had received over $1.5 billion in development loan proposals. 

The high rate at which proposals were received in December and January has 
begun to taper off. Nevertheless, we expect several hundred million more by the 
end of this fiscal year and another $1 billion during fiscal year 1959. Thus, by 
June 30, 1959, we expect to have had between $2.5 billion to $3.0 billion in loan 
proposals under consideration. 

Our staff is now processing applications on hand in ever-increasing numbers 
and the Loan Committee are passing on several at each weekly meeting. 

The procedure the Committee has established is roughly as follows: If, after 
preliminary investigation, a loan proposal is found to be consistent with policy 
and seems to be economically worthwhile and financially sound, it is accepted 
for intensive study and full technical justification is invited. At this point 
funds are “earmarked.” “Earmarking” is an internal administrative device 
which provides assurance that funds will be available when and if a proposal is 
finally approved. If it is approved after a thorough examination of the techni- 
cal details, funds are committed and a loan agreement negotiation undertaken, 
Actually, it has been possible to commit funds for some proposals that have not 
gone through the earmarking stage, because they have been received in a form 
requiring no further technical justification. 

On the basis of projects now on hand, we expect that our commitments will 
total $200 million, and another $100 million will be earmarked, by the end of this 
fiscal year. Thus, we will have used up the entire $300 million now available 
to the Fund. 

In addition, there are many other proposals before us worthy of serious con- 
sideration. In anticipation of additional appropriations by the Congress, we 
will continue to review them, although we are aware of the risk involved in 
arousing expectations that we cannot fulfill. 

Furthermore, even with the provision of the $625 million which the adminis- 
tration now requests, our resources will be quite small, compared to the $2.5 
billion to $3.0 billion in proposals which we anticipate. 


Loan policies 


We are looking at each of the projects now before us in terms of criteria laid 
down in the legislation as well as other adopted by the Loan Committee to carry 
out the intent of Congress and for administrative reasons. As you know, the 
authorizing legislation establishes the following basic criteria that a project 
must meet to be eligible for Fund financing: 

(a) The project must contribute to the economic growth of the country. 

(b) The project must be economically sound and technically feasible. 

(c) Financing must not be available from other free-world sources on 
reasonable terms. 

(d) There must be a reasonable prospect for repayment. 

(e) The project must be one which will assist free peoples and the coun- 
try involved must not be in violation of the Battle Act. 

We have also announced that the Fund will not generally finance credit for 
United States exporters, but will refer such proposals to the Export-Import 
Bank; that it will not consider the financing of exports for resale, working capi- 
tal loans, or proposals which are essentially for refunding or refinancing; and 
that service industries or those which produce goods of a less essential nature, 
or industries that do not earn or save foreign exchange generally will have low 
priority. The Fund also expects that private investors seeking financing will 
contribute a reasonable amount from their own resources to the funds required 
for the new investment. 

I can assure you that each proposal before the Fund is being subjected to the 
most rigorous scrutiny. We recognize that development is a long-term process 
and that we are not required to obligate our funds by any given date. We are, 
therefore, taking the time necessary to assure that each project is technically 
sound, financially feasible and economically important to a country’s growth. 
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Relationship with other lending institutions 


Just as the authorizing legislation requires that the Fund not compete with 
private investment, it also enjoins any competition with the Export-Import 
Bank and the IBRD. By placing the Chairman of the Board of Directors of 
the Export-Import Bank on the Loan Committee, the Mutual Security Act pro- 
vides a device which assures close coordination of the bank’s activities with 
those of the Fund. This top-level coordination has been supplemented by the 
establishment of both a formal procedure for determining the extent of the 
bank’s interest in proposals before the Fund as well as continuing consultations 
at the staff level. 

The Export-Import Bank is now forwarding to the Development Loan Fund 
for consideration applications which are economically feasible and meritorious 
but which it does not wish to finance because of the limited dollar repayment 
capacity of the borrower. Conversely, the Fund forwards to the Export-Import 
Bank applications which appear more suitable for bank financing. The bank 
is now giving serious consideration to several such proposals. 

The executive branch proposal for incorporation of the Fund would continue 
to provide an opportunity for coordination with the Export-Import Bank at 
the Board of Director’s level and it would also reinforce the informal coordina- 
tion which now exists with the IBRD by placing the United States Executive 
Director of that institution on the Fund’s Board of Directors. Consultations 
are now underway with the IBRD looking toward possible joint financing of 
several projects. 

Staffing and organization 

The Fund, both in its present and incorporated form, will not duplicate the 
activities and personnel of other agencies of the Government. Consequently, 
the staff of the Fund will be kept modest in size. The Fund will use its own 
assets to meet administrative expenses. Current plans are to increase the 
present administrative staff of 25 to 42 by the end of fiscal year 1959. At that 
time we anticipate that approximately half of our staff will be professional, 
and half clerical and stenographic. 

This small staff will use to a maximum degree the personnel resources of 
other agencies of the Government. Thus the United States operations mis- 
sions and embassies will receive applications from prospective borrowers, pro- 
vide necessary information and advice, supply appropriate information to in- 
terested parties, and maintain contacts and conduct negotiations with applicants 
when necessary. 

On the Washington end, it is planned that the Export-Import Bank will provide 
the same services which it now performs for the ICA in the administration of 
loans. It is considered appropriate that the bank perform these activities since 
it is well versed in, and has the personnel to provide these services. It is also 
contemplated that the ICA will provide accounting and administrative services 
on a reimbursable basis. 

The Fund will continue to call on the economic, technical, and financial serv- 
ices of the Export-Import Bank and the ICA. As appropriate, the technical 
facilities of other Government agencies will be used on a reimbursable basis. 
The Fund may, for example, call on the Bureau of Public Roads or the Public 
Health Service to survey the technical aspects of proposals under consideration. 
The Fund may also employ the services of private consulting and engineering 
firms. If all necessary engineering and other technical services can be obtained 
from these sources, the Fund will not need a technical operational staff. 

By utilizing public and private resources in this manner, it will be possible 
for the Fund to obtain highly competent expert services in a wide variety of 
tields from other sources while holding its own permanent staff to a modest 
size. The Fund will have sufficient staff to secure and evaluate technical, en- 
gineering, financial, and other information bearing on proposals before the Fund, 
to permit independence of judgment in applying the criteria which govern the 
operations of the Fund, to exercise responsibilities for the negotiation of loans 
and other transactions of the Fund, and otherwise to carry out effectively the 
objectives of the Fund. 

Accordingly, the Fund requires in its key positions people with considerable 
experience and skill. In addition to the Managing Director and the Deputy 
Managing Director, the executive branch is proposing that three statutory 
positions be authorized for the Development Loan Fund. We are convinced 
that the required talents will be obtained only by offering adequate compensation 
and that the proposed investment will be insignificant compared to the results 
obtained. 
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The staff of the Fund will be organized into four distinct operating units. An 
Office of Finance and Development will be responsible for general financial man- 
agement and for handling such special problems as loan terms and conditions, 
promotion of development banks and private enterprise participation. A Loan 
Operations Office will be responsible for preparing the economic, technical, and 
financial evaluation of proposals before the Fund. In addition, the proposed 
corporation will have a General Counsel and Secretary. 


Conclusion 


In conclusion, I should like to add a personal note. From 1918 to 1953, 
during a period of 35 years, I was engaged in foreign trade. I earned my living 
doing business in foreign countries. I have worked and traveled in most of the 
countries of the world. Whatever knowledge I may have of foreign countries 
and foreign peoples has come from actual experience and contact with many 
thousands of people on the ground, out in the field. 

I am convinced that, aside from a humanitarian interest in helping the less 
developed peoples, it is in our interest to have economic and political stability 
around the world and also to have increased consumption and buying power on 
the part of the peoples of the world. These objectives will not be achieved 
without our continued help. 

As Congress decided last fall, more financial assistance must be provided than 
is available from existing institutions, and the Development Loan Fund was 
created to help fill that need through loans provided on terms which existing 
institutions cannot offer. 

I think the Development Loan Fund represents a sound concept. With good 
management and with the all-important support from Congress, I firmly believe 
that the Fund can do a constructive job to the benefit, not only of the peoples in 
the underdeveloped countries, but also to the people of the United States. 


(Reference to the following concerning the World Bank will be 
found on page 147.) 


PAMPHLET FROM 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 


Wuat It Is 
Wuart It Does 
How It WorKSs 


The International Bank for Reconstruction and Development was conceived at 
the Bretton Woods Conference in 1944, when representatives of 44 nations met, at 
the invitation of the United States, to lay plans for a new method of international 
economic and financial cooperation in the postwar years. Two complementary 
institutions grew out of this Conference: 

(1) The International Bank, which was designed to promote the inter- 
national flow of capital for productive purposes and to assist financing the 
rebuilding of devastated areas and the development of the resources of 
member nations. 

(2) The International Monetary Fund, which was created to assist in 
stabilizing international exchange, provide member nations with short-term 
foreign exchange assistance, and hasten removal of artificial barriers to in- 
ternational payments. 

To become a member of the bank, a nation must first become a member of the 
fund. On October 15, 1956, each institution had 60 members, and other applica- 
tions were pending. 

OBJECTIVES 


The bank is a world-wide effort to guide international investment into produc- 
tive channels. Its function is to promote the international flow of capital for 
productive projects, both in areas devastated by war and in lesser developed 
regions of the world. It aims to help raise the levels of world production as 
efficiently and swiftly as possible, to assist its member nations in attaining and 
maintaining balanced economies wherein exports of goods and services can even- 
tually pay for essential imports, and thus to contribute to a healthy expansion 
of ene trade. These are the main purposes for which bank loans are 
made. 

The bank deals first with the more useful and urgent projects, large and small 
alike. Its operations are designed to contribute to improvement in the standard 
of living and conditions of labor in member countries. 


(nt LS LN a 2 STATA tee anton ein MS AS 





pr 
Sti 


8U 


} 


lis 
lo 


le 
m 
M 
bs 


~- -~& 4 © 


ng 
he 
es 
hy 


SS 


ty 
on 
ed 


An 
as 
ne 


ve 


zx 


at 
at 
al 


A- 


lc- 
or 


as 
nd 
n- 
on 


ill 
rd 


INTERNATIONAL DEVELOPMENT ASSOCIATION 325 


In addition to its own financing operations the bank aims to promote sound 
private investment. One of its most important functions is to help set proper 
standards of international investment on terms equitable to both lender and 
borrower. 

LENDER AND BORROWER 


The bank plays a dual role—that of both a lender and a borrower. 

In its lending operations, the bank may engage in several types of financing; 
it may lend funds directly ; it may also guarantee loans made by others, or it may 
participate in such loans. It may make, guarantee, or participate in loans to its 
member countries directly, or to any of their political subdivisions, or agencies, 
or to private business, industrial, or agricultural enterprises in territories of 
members. When the member government in whose territory the project is located 
is not itself the borrower, this member government, its central bank or some 
comparable agency acceptable to the bank must guarantee the loan. 


OPERATIONS 


The first loans made by the bank were to certain countries in Europe whose 
economies were damaged by the war, to finance the purchase of equipment and 
supplies needed for general programs of reconstruction. Later loans made to the 

Juropean area are helping to finance many kinds of specific projects, mainly the 
reequipment or modernization of productive facilities in the field of heavy and 
light industry and agriculture. 

In the more recent activities of the bank, emphasis has shifted to development 
loans, made to assist in financing projects for developing the industry, agri- 
culture, transport systems, nad natural resources of the bank’s economically 
less developed member countries. The bank has made development loans to 
member governments and other borowers in Latin America, Europe, Africa, the 
Middle East, and the Far East. Most of these loans are helping to provide 
basic aids to production, such as expansion of electric power facilities; railway, 
port and highway improvement; and agricultural development. Loans have 
also been made to assist individual industries, and to help carry out broad pro- 
grams of economic development. 

Total loans granted by the bank as of October 15, 1956, amounted to about 
$2,832 million. Loans have been made for both reconstruction and development 
in the following countries and overseas territories: Algeria, Australia, Austria, 
Belgian Congo, Belgium, Brazil, Burma, Ceylon, Chile, Colombia, Costa Rica, 
Denmark, East Africa, Ecuador, El Salvador, Ethiopia, Finland, France, French 
West Africa, Guatemala, Haiti, Honduras, Iceland, India, Iraq, Italy, Japan, 
Lebanon, Luxembourg, Mexico, the Netherlands, Nicaragua, Norway, Pakistan, 
Panama, Paraguay, Peru, Rhodesias and Nyasaland, Thailand, Turkey, Union 
of South Africa, Uruguay, and Yugoslavia. 

In its role as a borrower, the bank sells its own bonds in order to increase its 
supply of lendable funds. As of October 15, 1956, it had sold dollar issues total- 
ing $910 million, of which $694 million was outstanding. Two of the dollar 
issues aggregating $125 million were sold in their entirety outside the United 
States. The remaining dollar isues were sold in the United States market and 
some of them are also traded on the stock exchanges of Amsterdam, Antwerp, 
Brussels, Istanbul, Paris, and Mexico City. Purchasers of bank bonds include 
central banks, special Government accounts, commercial banks, insurance com- 
panies, private corporations, and individuals. 

As circumstances permit, the bank sells nondollar bonds in the markets of 
other countries. As of October 15, 1956, it had sold bonds in other currencies 
totaling the equivalent of about US$180 million. Its outstanding nondollar 
obligations at that time, equal to about US$155 million, consisting of Sw fr 300 
million, £10 million, Can$40 million Canadian dollars, and f80 million. 

The bank also increases its supply of lendable funds by selling securities from 
its loan portfolio. 

FIELD MISSIONS 


As part of its normal lending procedure, the bank carefully investigates all 
conditions affecting the repayment of its loans. Economic, technical, and finan- 
cial aspects of projects proposed for financing are studied, and surveys are made 
of important matters such as the prospective market to be served, the availability 
of local capital to meet local costs, and the availability of labor and trained 
management personnel. The borrower’s creditworthiness is taken into account 
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as well as its ability to bring the project to successful completion. Studies are 
made also of the economic and financial condition of the country in which the 
project is located, including its ability to meet the foreign-exchange costs of 
servicing the loan. Much of this work is handled by bank field missions which 
investigate conditions on the spot. In so doing missions furnish member 
countries with various kinds of technical assistance. 

Apart from its loan operations, the bank sends general survey missions to 
member countries to assist in assessing a country’s total economic resources 
and to help its government draw up an overall development program. To date 
investigate conditions on the spot. In so doing missions furnish member 
governments, as well as several missions to examine special problems of economic 
development. 


SUPERVISION OF LOANS 


One of the novel features of the bank’s operations is the system of supervision 
which it exercises over all of its loans. In the first place, before actually 
disbursing any part of a loan, the bank obtains evidence that the funds to be 
disbursed will be used only for the purposes for which the loan was granted. 

Second, representatives of the bank visit the borrowing countries and check 
the end use to which the goods are put, in order to determine that this use con- 
forms to the loan agreements. Finally, in order that the bank may follow the 
relation of a project to general economic conditions in a borrowing country, the 
loan agreements also provide that the borrowing country shall furnish the bank 
regularly with information concerning its industrial, economic and financial 
conditions. Consultation between the bank and the borrower extends throughout 
the life of a loan. 


CAPITAL STRUCTURE 


The bank’s capital is derived from shares subscribed by member nations, in 
proportion to their relative economic resources. Total subscribed capital is in 
excess of $9 billion. 

Only 20 percent of this subscribed capital is paid-in capital. This is the only 
part of the bank’s subscribed capital which may be used for loans. And, of this, 
only 2 percent is paid in the form of gold or United States dollars immediately 
available for lending; 18 percent is paid in the currencies of the various member 
nations and can be used for loans only with the consent of the particular nation 
whose currency is involved. 

The remaining 80 percent of the bank’s subscribed capital is in the nature of a 
guarantee fund, subject to call by the bank only if it is ever needed to meet the 
bank’s own obligations. Calls may be met at the member’s option either in gold, 
United States dollars, or the currency required to discharge the bank’s obliga- 
tions for which the call is made. 

The capital stock of the bank is not intended to be the major source of its 
lending funds. As the operations of the bank continue, loanable funds must 
come mainly from the bonds which the bank sells to private investors both in the 
United States and in other countries, and which have behind them all the 
general assets of the bank, including the 80 percent of the uncalled capital stock. 


ADMINISTRATION 


All powers of the bank are vested in a Board of Governors, which consists of 
one representative appointed by each member nation and meets normally once a 
year. 

In order that the bank may operate with greatest efficiency, the Governors 
have delegated most of their powers to the Executive Directors, who usually 
meet once a month at the bank’s headquarters, 1818 H Street NW., Washington, 
D. C. There are at present 17 Executive Directors. Five are appointed by the 
5 nations having the largest capital subscriptions; 12 are elected by the Gover- 
nors of the remaining members for 2-year terms. Each appointed Director casts 
the votes of the country that appointed him; each elected Director casts the 
total votes of the countries that elected him. Voting power of member nations is 
proportionate to their capital subscriptions and therefore to their economic 
resources. 

The conduct of the bank’s business is the responsibility of the President who 
is ex officio chairman of the Executive Directors. The staff of the bank consists 
of some 511 persons, recruited from approximately 37 different nations. Loans 
are made only after they have been recommended by the President to the 
Executive Directors and his recommendations have been approved by them. 
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re The bank seeks to be an essentially practical means of international economic 
he cooperation. 

of PURPOSES 

. From article 1, Articles of Agreement of the International Bank: 

“To assist in the reconstruction and development of territories of members 
to by facilitating the investment of capital for productive purposes, including 
es the restoration of economies destroyed or disrupted by war, the reconversion 
te of productive facilities to peacetime needs and the encouragement of the 
er development of productive facilities and resources in less developed countries. 
ie ' “To promote private foreign investment by means of guaranties or par- 

: ticipations in loans and other investments made by private investors; and 
when private capital is not available on reasonable terms, to supplement 
private investment by providing on suitable conditions, finance for produc- 

on tive purposes out of its own capital, funds raised by it and its other resources. 
ly “To promote the long-range balanced growth of international trade and 
re the maintenance of equilibrium in balances of payments by encouraging 
d. international investment for the development of the productive resources of 
*k members, thereby assisting in raising productivity, the standard of living 
n- and conditions of labor in their territories. 
1e “To arrange the loans made or guaranteed by it in relation to inter- 
1e national loans through other channels so that the more useful and urgent 
ik projects, large and small alike, will be dealt with first. 
al “To conduct its operations with due regard to the effect of international 
it investment on business conditions in the territories of members and, in the 
immediate postwar years, to assist in bringing about a smooth transition 
' from a wartime to a peacetime economy.” 
n i MEMBER NATIONS 
n 
Afghanistan Federal Republic of Netherlands 
y Argentina Germany Nicaragua 
s, Australia Finland Norway 
y i Austria France Pakistan 
T Belgium Greece Panama 
n Bolivia Guatemala Paraguay 
: Brazil Haiti Peru 
a Burma Honduras Philippine Republic 
e Canada Iceland Sweden 
l, Ceylon India Syria 
\- Chile Indonesia Thailand 
{ China Iran Turkey 
8 Colombia Iraq Union of South Africa 
t Costa Rica Israel United Kingdom 
e i Cuba Italy United States 
e i Denmark Japan Uruguay 
, Dominican Republic Jordan Venezuela 
Ecuador Korea Viet-Nam 
Egypt Lebanon Yugoslavia 
El Salvador Luxembourg 
: Ethiopia Mexico 
s 
y 
'y 
p 
3 
p 
7 
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Excerpts From 121TH ANNUAL REPORT OF THE WORLD BANK, 1956-57 


Summary of funds available for loans up to June 30, 1957 


[Expressed in millions of United States dollars] 


| | 
June 30, 1956 | June 30, 1957 | Net increase 


eee — ia 





2 percent paid-in portion of subscriptions of all members... - -- 178.4 | 182. 8 | 4.4 
18 percent of subscriptions made available by members. - - 893.1 | 1, 027.2 | 134. 1 
Total available capital subscriptions_-_-.................- $1, 071. $1, 210.0 138. 5 
Funds available from outstanding bank debt - __-_- : 850. 2 1, 033.6 183. 4 
Funds available from operations__-______..-- j bieuds 159.5 | 193, 8 | 34.3 
Funds available from sales of loans__...-_..-..-- isso 272. 1 1 329.0 | 56. 9 
Funds available from principal repayments to the Bank. .-.-.| 161.8 1 187.2 | 25.4 
Geons total in6sctigsn oak. of 2, 515.1 2, 953. 6 | 438. 5 
Loan disbursements--..._..........- pataaeabince bite ; atelcmal 1, 963. 7 | 2, 296.0 | 332.3 
551. 4 | 657.6 | 106. 2 


Balance available for future disbursements : 
| 
| i 


1 Additional sales of loans have been made amounting to about $4,000,000 and principal repayments re- 
ceived amounting to about $3,500.000; but these sums represent 18 percent funds which have not been made 
available for relending by the releasing member country, and thus are not included in the total of the bank’s 
lendable funds. 


Source: World Bank 12th Annual Report, 1956-57, p. 11. 


Loan expenditures in individual countries—Fiscal years ending June 30 


The placing of orders for the equipment and services financed by the bank is 
a matter for the borrowers and is governed by their interest in making purchases 
where they believe that conditions are most favorable to them. The bank, how- 
ever, expects borrowers to take advantage of international competition and, 
wherever practicable, to place contracts through international competitive bid- 
ding. This procedure was in fact widely adopted in connection with the year’s 
disbursements and is being used in obtaining the greater part of the imported 
equipment and materials required for all the loans (with the exception of those 
for aircraft) made during the year for individual projects. The accompanying 
table indicates, insofar as relevant data are available in the bank, the estimated 
international distribution of loan expenditures by bank borrowers in recent 


years. 
[Estimates rounded to equivalent in millions of United States dollars] 


Cumulative Cumulative 
| total through 1955 1956 1957 total to date 
Disbursements by 1954 
Derrowers for Tmperte te snes caalmiaeis A biahacnbeaietpiniiac balan cian 
from— | | 
Amount} Per- |Amount} Per- |Amount} Per- |Amount) Per- |Amount) Per- 
| cent cent | cent cent cent 
‘ . | } } | 
North America: | i 
United States.......! $853.0 | 65,1 $129.3 | 54.0 $114.9 | 50.5 $102.7 | 44.3 '$1,199.9 | 59.7 
Canada... ; 78.6 | ab. 0 7.9) 33 16.0) 7.0 14.0) 6.1 116.5 5.8 
Europe: | 
United Kingdom_.--__-| 114.2 } 8.7 57.4 | 23.9 30.0 | 13.2 25. 3 11.0 226.9 11.3 
Germany - . . . . 47.6 | 3.6 15.3; 6.4 $2.0 | 14.1 43.1 | 18,7 138, 0 6.9 
France --_. id 31.6} 2.4 10.1 4.2 7.5] 3.3 8.0) 3.4 57.2 2.8 
Belgium. -.~.---.----/} 55.4 | 4.2 1.8 .8 6.5 2.9 6.4 R77 70. 1 3.5 
Switzerland | 27.6} 2.1 4.6 1.9 5.3 2.3 .4 1.9 41,9 2.1 
Sweden _- ; 71.2 6 4.4 1.8 3.4 L.5 6.2) 2.6 21.2 1.1 
Other European | 
countries _ poe cies 24.7 1.9 5.4 2.3 7.6 3.3 11.2 4.8 48.9 2.4 
All other countries. . 70.9 5.4 3.3 1.4 4.3 1,9 10.3 4.5 88, 8 4.4 
ae. so --| 1,310.8 |100.0 239.5 |100.0 227.5 |100.0 231.6 |100.0 | 2,009.4 100.0 
Other disbursements !_-__| eg OE 34.7 |--- 56.4 | 100. 8 ; 286. 6 aa 
Grand total.......| 1,405.5 274.2 283.9 332. 4 .-| 2,296.0 


i These include disbursements on loans in which the funds are used for local expenditures or for broad 
development programs in which the items imported with bank funds are not specified. 





Source: World Bank 12th Annual Report, 1956-57, p. 15 
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Loans classified by purpose and area, June 30, 1957 
[Expressed in millions of United States dollars *] 






















































































Areas 
Purpose ; see 4 | os 
Austral- Western 
| Total Africa Asia asia Europe | Hemi- 
sphere 
i a ‘ sigan sl eesisntide By eee 
I aos ai ctcecnsccdie ccdcaninsdidecinie $3, 025 $367 $575 $317 | $1, 088 $678 
Development loans (total) ..............-- 2, 528 / 367 . 575 ; 317 591 6 
Electric power: Generation and dis- ea res ay : 
Rt. ccd ankh docs anananenens 869 178 145 29 186 331 
NOON oe anc oulance neck ; 715 145 137 | 127 59 247 
nts i Se 353 | 117 80 | 26 | 3 127 
ere aa a die tea ewe St antinnnseabecsbeetens Eb benccces ag 
Ports and inland waterways.- ----- 83 3 OF Pasecetes 37 6 
I en eee ss fe 196 Pe cn A P Scag 114 
Airlines and airports............-- 57 | 44 id SL 
Pipelines (natural gas)..........-- M lhecivecaudl => WMilsccscuahisscsee eee 
Communications: Telephone, tele- ; ; 
Sra, GE COON ia ntks 0 ccc cccmcunss 24 Oe asses idensica tiene aoata 22 
Agriculture and forestry..............| 46 | 104 71 55 
alt DOGG ak Rb ci cn bee eeee 88 | 2 25 
Irrigation and flood control. .....- 31 | 6 | 7 21 
Land clearance and improvement. 14 | 6 | 2 4 
Crop processing and storage...«...)  .. F bscsdcccacchiecenaesc Ne gees | 4 3 
DOR iiccus trantencieesandaih é R hiss se seckck ee 2 
ED dens onten Oh ca Rddnaeeeantin tis alasdaeins | 
UI rites edn pulmo oskkaan bn gmnieds #3 “172 ! ; 
Iron and steel seats er ee. 153 14 | Oe eee 
Pulp, paper, and board_..._..-.--| ai 34 4 1 | 45 20 
Fertilizer and other chemicals-.-.--| : ae Be a cies oamacd | Si scam 
Ober TeGmeeees 60 as nhs. 5 | 26 43 2 
i alc nia amen mene 28 |.- pie cintepaieaeel 16 | BP Faced onten 
Development banks--..._-....-- j 2 | 10 car Sean 33 1 
General development.............-- --| 7 beeehencaed 90 a ee 
Reconstruction loans (total)............-- "497 La, ees: eS yal it ~--| 497 ae 
| | 





1 The difference between the grand total given above ($3,025 million) and the gross total of lending 
($3,108 million) given elsewhere arises from the fact that the figures here tabulated are net of cancellations 
and refundings. 


Source : World Bank, 12d Annual Report, 1956-57, p. 16. 








APPENDIx C 


INTERNATIONAL DEVELOPMENT ASSOCIATION 


Statement of currencies held by the bank, June 30, 1957 * 


Member 


Member currencies: 

i atti eine 
Penk ncanddtatepnen sie cil 
en carina abide nti tasansite 
Austria 
ERE Oe 
aT 
aes BEE swine ental pis 
ia EE RE. 

Canada 


ee wie 
Costa Rica_....-- 
I lala di ala aceblinditiuane 
se ol dc cance 
Dominican Republic---- 
Ecuador 
NE iin ck thlidcinmmdendaaly 
ces 
I bi orc lw sadinne mass 
eth Sin cncmcclinis teas 
eT 
RN i i egies 
Greece __ ee ea ae 
cc cacdntnkanutece 
a a i a te 
NE OEE See 
Iceland. 
India 
Indonesia - - 
Tran__-. 
Traq 

Israel ___- 
Italy- 
Japan 
Jordan--- 
Korea._- 
Lebanon. 
Luxembourg. - - - 
Mexico re 
Netherlands._-. 
Nicaragua. ...-. 
Norway-- 

Pakistan 

Panama._-.--- 

Paraguay - -- 

Peru 

Philippines -- - - 
Sweden-- 

Syria 

Thailand 

Turkey - --- ; 
Union of South Africa_-. 
United Kingdom__-- 
United States __ 
Uruguay 

Venezuela... 

Vietnam -- 
Yugoslavia_-- 


Restricted currency (note B) 
Unrestricted currency (Austria, 
Belgium, Canada, Denmark, 
France, Germany, Italy, 
Japan, Netherlands, Norway, 
Sweden, Union of South 
Africa, United Kingdom, 
and United States) __-. 


(Switzer- 


Nonmember currency 
land) --- 





Unit of currency 


Afghani... 
RD tition 
Pound. .-.- 
Schilling - . 
Franc 
Boliviano. - 
Cruzeiro. - . -- Since 
i alcsimnnaedtt ban 
Dollar. 
Rupee 


eh copbunnncadasn 


Dollar - : 
Markka..--- 
Franc : —s 
Deutschemark - - - 
Drachma. 
Quetzal - -_- 
Gourde 
Se 
Krona. 
Rupee... 
Rupiah_-- 

P ial 

Dinar 

Pound -- 
Lira__- 

Yen 

Dinar 

Hwan... 
Pound. 
Franc. 

Peso 

Guilder. ...-.-.-- 
Cordoba. - - - 
Krone 
Rupee... 


| Balboa 


Guarani-..---- 
Sol 
Peso. _. 
Krona....-- 
Pound... 
Baht 
eh Samba 
Pound. - 
G0...+- 
Dollar--.. 
Peso-.-.- 


| Bolivar. ..-- 


Piastre_- 
Dinar 





Amount ex- 
pressed 
in member 
currency 
(restricted) 


30, 228, 391 
485, 811, 000 
111, 589 

10, 618, 426 
5, 894, 440 
2, 249, 308 
497, 157, 296 
79, 366 

154, 496 

22, 245 

687, 078, 417 
21, 480, 529 
12, 010, 611 
1, 976, 969 
51, 668 

3, 254, 667 
902 


16, 772, 641 | 


13, 127 


419, 132 | 


1, 246, O11 

1, 568, 640, 147 
950, 445, 368 
98 

22, 400, 000 
337, 486 

39, 781 

338, 138 

2, 810, 737 

2, 734, 967 

2, 151, 631 
482, 126 

3, 570 

982, 618 

153, 069, 669 
128, 227, 814 
2, 380 

1, 123, 240, 360 
1, 523, 667 

5, 758, 000 
78, 244, 209 
774, 350 

3, 617, 403 

2, 119, 010 
374, 001 
2,774 

12, 100, 200 
1, 209, 829 

2, 371, 716 
65, 122, 763 
17, 989 

86, 997 

464, 078 

98, 708 

122, 391 

2, 792, 929 
523, 400 
78, 732, 500 


2, 137, 264, 775 


1 See note A of Notes to Financial Statements, appendix G. 








Rate of ex- 
change per 
United States 
dollar 


16. 80 
18. 00 

0. 4464 
3. 00 
. 00 
. 00 
18. 50 

4. 7619 
1.10 
4.7619 
. 00 

. 00 

. 949981 
. 615 
00 
90714 
00 

00 
34824 
50 
48447 
00 

60 
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00 
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Total expressed 
in United 
States dollars 


1, 799, é 
26, 989, 500 
249, 960 
408, 4 
117, 889 

11, 839 

26, 873, ¢ 
16, 667 

140, ¢ 

4, 672 

6, 246, 167 
1, 074, 027 
6, 159, ¢ 
352, 087 
51, 668 
471, 203 


1, 118, 176 
37, 69 


, 665 
23 
, 000 
7, 486 
7, 956 
| 49, 069 
172, 589 
, 943 
, 740 
6, 365 
9, 996 
5, 899 
, 342 
5, 188 
6, 663 
), 481 
5, 269 
115, 160 
6, 259, 537 
203, 77 
516, 773 
296, 661 
78, 540 
2,774 
| 201, 670 
186, 128 
1, 185, 858 
12, 588, 463 
8, 208 
6, 960 
165, 742 
276, 383 
342, 695 
298, 981 
1, 838, 603 
156, 239 
2, 249, 500 
7, 124, 216 





126, 668, 614 


16, 763, 600 
143, 432, 214 
1, 729, 928 


145, 162, 142 
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4 Less than 0.005 percent. 
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INTERNATIONAL 


Payable in 





United States dollars... 


Subtotal. __. 


Canadian dollars_--. 


Subtotal 


Netherlands guilders - - 


Subtotal 


Pounds sterling 


Subtotal 


Swiss francs..-.-.-- 


Subtotal_........- 


Gross total.......- 


APPENDIX E 


Funded debt of the bank, June 30, 1957 * 


[Expressed in United States currency] 


Issue and maturity 


2 percent serial bonds of 1950, due 
1958-62. 

3% percent 2-year bonds of 1966, due 
1958. 


2% percent 5-year bonds of 1954, due 


1959. 
3 percent 15-year bonds of 1954, 
due 1969. 


3% percent 19-year bonds of 1952, 
due 1971, 


| 
3 percent 25-year bonds of 1947, due 


1972. 


3% percent 23-year bonds of 1952, | 


due 1975. 


3 percent 25-year bonds of 1951, due 


1976. 


4% percent 20-year bonds of 1957, | 


due 1977. 
444 percent 21-year bonds of 1957, 
due 1978. 


| 


| 





3% percent 30-year bonds of 1951, | 


due 1981. 


3% percent 10-year bonds of 1955, 
due 1965 (Can$14,596,000). 

3% percent 15-year bonds of 1954, 
due 1969 (Can$25,000,000). 


3% percent 15-year bonds of 1954, 
due 1969 (£40,000,000). 

3% percent 20-year bonds of 1955, 
due 1975 (£40,000,000). 


314 percent 20-year stock of 1951, due 
1971 ( £4,796,761). 


| | 
| 344 percent 20-year stock of 1954, due | 





1974 ( £5,000,000) . 


due 1960-65 (Sw fr 200,000,000). 


3% percent 10-year bonds of 1952, 


due 1962 (Sw fr 50,000,000). 

3% percent 12-year bonds of 1951, 
due 1963 (Sw fr 50,000,000). 

344 percent 15-year bonds of 1953, 
due 1968 (Sw fr 50,000,000). 

3}4 percent 15-year bonds of 1953 
(November issue), due 1968 (Sw 
fr 50,000,000). 

3% percent 18-year bonds of 1954, 
due 1972 (Sw fr 50,000,000). 


3% percent 20-year bonds of 1955, 


due 1976 (Sw fr 50,000,000). 


1 See note A of Notes to Financial Statements, appendix G. 
2 Each issue, except the 2 percent serial bonds of 1950 and the 344 percent 2-year bonds of 1956, is subject 
to redemption prior to maturity at the option of the bank at the prices and upon the conditions stated in the 
respective bonds. The amounts shown as annual sinking fund requirements are the principal amounts of 
bonds to be purchased or redeemed to meet each year’s requirement, except that in the cases of the 344 
percent 20-year stock of 1951 and of 1954 the amount shown is the amount of funds to be provided annually 


| 33% percent Swiss frane loan of 1957, | 


| 1,033, 551, 639 
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Principal Annual sinking fund 
outstanding | requirement 2 
$50, 000, 000 None 
75, 000, 000 | None 
50, 000, 000 None 
95, 334, 000 | 1958 $3, 334, 000 
| 1959-66 $4, 000, 000 
| 1967-68 $5, 000, 000 
58, 000, 000 | 1958-66 $2, 000, 000 
1967-70 $2, 500, 000 
149, 296,000 | 1958 $2, 296, 000 
| 1959-62 $3, 000, 000 
| 1963-67 $4, 500, 000 
, | 1968-72 7, 500, 000 
49, 833,000 | 1958 $833, 000 
| 1959-74 $1, 500, 000 
50, 000, 000 1963 $1, 000, 000 
| 1964-75 $2, 000, 000 
3 68, 923,000 | 1967-76 $5, 000, 000 
« 86, 339, 000 | 1967-71 $4, 000, 000 
| 1972-77 $5, 000, 000 
100, 000,000 | 1966-67 $2, 000, 000 
| 1968-73 $3, 000, 000 
1974-80 $4, 000, 000 
832, 725, 000 | 
13, 269,090 | 1958 Can$96,000 
| 1959-64 Can$500, 000 
22, 727, 273 | 1959-65 Can$s00, 000 
| 1966-68 Can$900, 000 
35, 996, 363 
~~ 10, 526,316 | 1960-69 £4, 000, 000 
10, 526,316 | 1961-74 f2, 640, 000 
1975 £3, 040, 000 
21, 052, 632 | 
~ 13, 430,931 | 1958-71 £166, 700 
14, 000,000 | 1960-74 £166, 700 
27, 430, 931 
f 46, 538, 685 | None 
11, 634, 673 | Noné 
11, 634, 671 None 
11, 634, 671 | None 
} 
11, 634, 671 | None 
11, 634, 671 None 
11, 634, 671 | 1965-74 Sw fr 4, 000,000 
1975-76 Sw fr 5,000, 000 
116, 346, 713 
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for purchase or redemption. The amounts are shown after deduction of sinking fund requirements met 
as of the date of this statement. 

The following table shows the aggregate pines amount of the maturities, sinking fund and redemption 
requirements each year for the 5 years following the date of this statement: 





Period | 








Amount 
Oe CU oo do phn cane Sn cabbbabpenseakbnienedainenced $11, 387, 033 
SO Be I ty Gt caen righeteisn cs nce stan sctekiewwcdscssencdccnctecsess~ 95, 778, 578 
Neen eee nnn na censinsshinoonenacn 79, 905, 025 
July 1, 1960, to June 30, 1961__-_- eee ee ee eee oo cones 31, 424, 417 
Dee as id sd oe ene de paeeeaboowap aman 32, 119, 154 
(SRE che ge IN aR AR PAO ELSE RO ATE Se a cL SE eee 250, 614, 207 








3 The bank has entered into agreements to sell additional bonds of this issue in an aggregate matehated 
amount of $30,150,000 and delivery of these bonds will be made and payment therefor will be received by the 
bank at various dates to and including Oct. 1, 1959. Also in connection with this issue the bank will, through 
1966, as a purchase fund, use its best efforts to purchase these bonds in the open market or by acceptance of 
tenders at prices up to and including 100 percent of the principal amount plus accrued interest. The pur- 
chase fund will be at an annual rate of $5 million principal amount of bonds after all bonds, including those 
sold for delayed delivery, are issued and proportionately less before then. The purchase fund is cumulative 
on a month-to-month basis only within each calendar year. 

4 The bank has entered into agreements to sell additional bonds of this issue in an aggregate principal 
amount of $13,661,000. Delivery of such bonds will be made and payment therefor will be received by the 
bank at various dates to and including Feb. 1, 1960. 

5 On July 11, 1957, the bank borrowed US$i00 million at 444percent per annum repayable $40 million in 
1958 and $30 million each in 1959 and 1960. 


APPENDIX F' 


Summary statement of loans, June 30, 1957 * 


[Expressed in United States currency] 


Effective loans held by bank 


Members in whose territories 


Loans not yet 




















loans have been made ? effective 5 
Disbursed Undisbursed Total 4 
portion portion 3 

SR on: nc desl mnnade edn obese $226, 200, 420 $57, 840, 552 SE, OE O08 to ah ccc... 
eth ce eee 40, 587, 153 11, 810, 847 52, 398, 000 ‘ 
SARS SR OO SE EI 74, 934, 677 |_.--- 74, 934, 677 $4, 800, 000 
a 151, 087, 606 4, 002, 466 | 155, 090, 072 ao 7 
NEE en eu 2, 318, 689 17, 031, 311 Eee bunctdonescan as 
a a ait 7, 194, 151 11, 915, 849 19, 110, 000 }_....... ‘ 
a Ei ede 25, 119, 711 20, 145, 745 45, 265, 456 
ON so en eS ce enecen mies 62, 534, 073 29, 683, 927 | 92, 218, 000 
I or vlan iicnbobdiis an caee Geno 422, 764 2, 211, 236 2, 634, 000 
Re iii All nae wemeets ° 35, 751, 000 |_...-- 35, 751, 000 i 
ed nok ene ee 3, 789, 034 9, 513, 966 13, 303, 000 
E] Salvador... ........-- A ~ 18, 330, 197 4, 021, 803 22, 352,000 |____- 
I i aa aD serch cent Seiten as etnicm one 7, 474, 335 412, 665 7, 887, 000 15, 000, 000 
Os 37, 247, 278 14, 836, 191 52, 083, 469 | _..-- ; 
i ek i ccc ceenieinenenn 235, 078, 567 |...--- 235, 078, 567 |_..... 
Ss a ceils 9, 289, 964 8, 334, 036 17, 624, 000 
al hl lee atten 44, 137 2, 142, 863 2, 187, 000 
inna nik ses pene suites 793, 555 2, 534, 445 3, 328, 000 
ack cia eenaini RS i Ae 5, 552, 800 
(ARE ene gare a a eo apd 87, 188, 796 81, 239, 810 168, 428, 606 29, 800, 000 
OO EE cals cae 21, 000, 000 49, 000, 000 70, 000, 000 |_....- 
Shh hited s cmabianks couieinaandmasdn bur 71, 098, 653 75, 461, 347 146, 560, 000 9, 063, 000 
ia a ia li nina alilleartniaie 45, 998, 893 21, 021, 914 4 ee 
Ne can ntbieinalgbomeb- inten . 261, 689 26, 738, 311 27, 000, 000 
ad a isda abil TiN UE Boda dine sees 7, 471, 000 
Mexico_. eso idshinisaennipeeny 115, 072, 081 7, 672, 415 122, 744, 496 
I  iticncigt cxessbreivanpw anim! 64, 871, 485 10, 000, 000 74, 871, 485 
tin Lah deisiatincicibinnng qutetiortha 8, 195, 822 10, 426, 178 18, 622, 000 
AN tant AE AA I 50, 792, 722 22, 191, 278 72, 984, 000 
I dn. 2 dicltieiiclaesdh  cnintes apeineb 40, 807, 481 24, 669, 077 65, 476, 558 |... 
Eo ania cet tikinne uh been on 1, 370, 496 3, 409, 930 4, 780, 426 |__. 
a aid natal tial 2, 916, 589 974, 411 3, 891, 000 |___- M 
a etl 23, 489, 847 11, 848, 681 35, 338, 528 
South Africa taal utl Soild eaRinbie desllinaialoteaanieiben deste 82, 426, 438 11, 565, 386 93, 991, 824 |___. a 
Rit saccade ale nities etna 28, 895, 175 6, 780, 825 SE be cnncnsnce sie 
YESS RRS Crys iyi aia 52, 701, 073 6, 403, 927 59, 105, 000 wi 
United Kingdom Lintuadetanepéleupalsitintite ween 53, 845, 304 64, 980, 259 RE Tei... wednecindndin 
a tanith a bah alia chsnmeald 33, 660, 135 23, 710, 865 57, 371, 000 ‘ 
tie nit chententuleennincient 54, 038, 444 1, 194, 556 55, 233, 000 Sad 

i a a ett hd cl ie 789, 852, > 324 655, 727, 072 2, 445, 579, 396 58, 663, 000 
Less exchange adjustment..............]....-....---..-- 8, 248, 378 sina 

REE WEE ansnerigennsanescnsse- 2, 437, 331,018 |...--.- 

| 








See Seotineten at end of table, p. | 835. 
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SUMMARY OF CURRENCIES REPAYABLE ON EFFECTIVE LOANS HELD BY BANE 








Currency Amount Currency Amount 

Australian --- Peck asden $2, 340, 339 || Swiss francs______.........-..---..- $112, 705, 759 
Austrian se ange bois to ELS 2, 136, 735 || United States dollars_.........___- 1, 344, 326, 431 
Belgian francs_. noheilwachina 12, 612, 398 || Venezuelan bolivares-.___- Sa eae 1, 728, 761 
Canadian dollars.___-_.-_--------- 89, 729, 990 || Yugoslav dinmars...._..........-.-- 53, 047 
Danish kroner... .........-.- 3, 715, 991 iS ouuEnEEEEEEEEenneeee 
Deutschemarks---............---- 33, 109, 057 Disbursed portion of effec- 

ae ee 32, 880, 929 tive loans held by bank _-_ 1, 789, 852, 324 
SI eect oo bas aeatcsance 15, 207, 651 || Add undisbursed portion of effec- 

Japanese yen. Reta andi tiitdeecs ou 3, 703, 904 tive loans held by bank--._-__--- 655, 727, 072 
Is Ro ceca imins tian 5, 340, 809 —_—_——— 
Netherlands guilders eee ee 36, 411, 696 is < inn tiga aptik areata 2, 445, 579, 396 
Norwegian kroner_............--- 1, 066, 289 || Deduct exchange ‘adjustment...__- 8, 248, 378 
Pounds sterling --__...........-.- 80, 647, 893 —— ee 
South African pounds.___.._...-- 6, 303, 926 Effective loans held by bank.| 2, 437, 331, 018 
Swedish kronor. -..............-. 5, 830, 719 








1 See notes A, C, and H of Notes to Financial Statements, appendix G. 

2 Loans are made (a) to the member or (b) to a political subdiv ision or a public or a private enterprise in 
the territories of the member with the member’s guaranty. 

3 This does not include $14,709,839 of effective loans which the bank has agreed to sell. Ofthe undisbursed 
balance, the bank has entered into irrevocable commitments to disburse $8,982,155. 

4 See the following: 


he peameipel amount of loan signed. o.oo nc re ewcedcccencesecnesusatmseeins $3, 107, 966, 464 
uct: 
(a) Cancellations and refundings.-..................-...-.......-.... $82, 832, 449 
(6) Principal repayments to the bank... .__..........----..-..--.--- 190, 716, 487 
(c) Loans sold or agreed to be sold of which $14,709,839 has not yet 
a aa 330, 175, 132 
Se Re ORI GIO a cannsniinéedcnasciiactalabesieimndeiitediien 58, 663, 000 
a 662, 387, 068 
2, 445, 579, 396 
POTEET CHOI CII on ice icsidiciceicnictesdconnisietdensnascomeieiipmentaal 8, 248, 378 
Beene Woke RE Bee Ne aise occiniigndcnetbowiiptitaectn Daateninndilaehcenieaaleigcaicladiie 2, 437, 331, 018 


* Agreements providing for these loans have been signed, but the loans do not become effective and dis- 
bursements thereunder do not start until the borrower and guarantor, if any, take certain action and furnish 
certain documents to the bank. The bank has agreed to sel! $2,882,000 of loans not yet effective and thus 
the total of both effective and noneffective loans sold or agreed to be sold is the equivalent of $333,057,132. 





APPENDIX G 
NOTES TO FINANCIAL STATEMENTS, JUNE 30, 1957 
Note A 


Amounts in currencies other than United States dollars have been translated 
into United States dollars: 

(i) In the cases of 48 members, at the par values as specified in the 
“Schedule of Par Values,” published by the International Monetary Fund; 
and 

(ii) In the cases of the remaining 12 members (Afghanistan, Canada, 
China, France, Greece, Indonesia, Italy, Korea, Peru, Thailand, Uruguay, 
and Vietnam), the par values of whose currencies are not so specified, at 
the rates used by such members in making payments of capital subscrip- 
tions to the bank. 

(iii) In the case of Swiss francs, a nonmember currency, at the rate of 
4.2975 francs to 1 United States dollar. 

No representation is made that any of such currencies is convertible into any 
other of such currencies at any rate or rates. See also note B. 


Nore B 


These currencies of the several members, and the notes issued by them In 
substitution for any part of such currencies as permitted under the provisions 
of article V, section 12, are derived from the 18 percent of the subscriptions 
to the capital stock of the bank which is payable in the currencies of the respec- 
tive members. Such 18 percent may be loaned by the bank,.and funds received 
by the bank on account of principal of loans made by the bank out of such 
currencies may be exchanged for other currencies or reloaned, only with the ap- 
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proval in each case of the member whose currency is involved ; provided, however, 
that, if necessary, after the bank’s subscribed capital is entirely called, such cur- 
rencies may, without restriction by the members whose currencies are offered, he 
used or exchanged for the currencies required to meet contractual payments vf 
interest, other charges or amortization on the bank’s own borrowings or to meet 
the bank’s liabilities with respect to contractual payments on loans guaranteed 
by it. 

Under article II, section 9, each member is required, if the par value of its 
currency is reduced or if the foreign exchange value of its currency depreciates 
to a significant extent in its territories, to maintain the value of the bank’s hold- 
ings of its 18 percent currency, including the principal amount of any notes 
substituted therefor, and the bank is required, if the par value of a member’s 
currency is increased, to return to the member the increase in the value of such 
18 percent currency held by the bank. The equivalent of $3,428,623 is due from 
2 members in order to maintain the value of their currencies as required under 
article II, section 9. 

Notre C 


The principal disbursed and outstanding on loans and the accrued charges 
for interest, commitment fee, service charge and loan commission are receivable 
in United States dollars except the following amounts for which the dollar 
equivalent is shown: 


Primes Oetetanding |. ..as2sec5 2 oe ho $487, 277, 515. 
Accrued interest, commitment, and _ service 
a a si aici aca late date is lt elinchetieblonenion 4, 346, 419 
Accrued loan commissions __......_.---.---_-_- 1, 156, 747 
a a hed a a _. 442, 780, 681 
Notre D 


As at June 30, 1957, the bank changed its method of accounting for bond-issue 
costs. Previously these costs were charged to expense as incurred ; under the new 
method they are charged to expense over the life of the respective bond issues 
and, accordingly, unamortized bond issue costs of $11,230,524 were recorded in 
the accounts as of that date. Of this amount, $8,221,446 represents an adjustment 
for costs incurred through June 30, 1956, and was added directly to the “sup- 
plemental reserve,’ while the difference of $3,009,078 represents an adjustment 
to expenses for the year ended June 30, 1957. The following table shows for 
each past fiscal year the bank’s income as previously reported and the bank’s 
income restated to give effect to the new method of accounting : 








Income as Income as_ || | Income as | Income as 
Fiscal year previously restated Fiscal year | previously | restated 
reported | reported | 
gh colitis betaine saint a 
ne i ee ($125, 159) ($125, 159) || 1951-52 __.| $15, 872,883 | $18, 117, 241 
1066-47) 2. 5-2 sclelk (938, 647) (877, 843) | 19°2-53__.............| 18,485,411 | 20, 566, 228 
8 arcs 4, 094, 652 5, 258,782 || 1953-54 ” 20, 308,403 | . 23,215, 709 
ek RR acerca 10,610, 247 10, 531, 437 1] 1954-55 aa 24, 679, 487 24, 882, 286 
gt Gad ot 13, 698, 398 12, 951, 468 | 1955-56. _- +i 29, 153,278 | ° 28, 585, 631 
See is. 2c 15, 156, 947 16, 111, 566 | 1956-57 _ . . _ - ‘ . 32, 928, 531 | 35, 937, 608 
Notre BE 


The amount of commissions received by the bank on loans made or guaranteed 
by it is required under article IV, section 6, to be set aside as a special reserve 
to be kept available for meeting obligations of the bank created by borrowing 
or by guaranteeing loans. On all loans granted to date the effective rate of 
commission is 1 percent per annum. 


Note F 


Pursuant to action of the Board of Governors and Pxecutive Directors the 
net income of the bank has been allocated to a supplemental reserve against 
losses on loans and guaranties made by the bank; and the future net income of 
the bank will, until further action by the Executive Directors or the Board of 
Governors, be allocated to this reserve. 
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Note G 


Subject to call by the bank only when required to meet the obligations of the 
bank created by borrowing or guaranteeing loans. 


Note H 


The bank has sold under its guaranty $69,003,844 of-loans of which amount 
$46,411,544 has been retired. The following table sets forth the maturities of 
the guaranteed obligations outstanding: 














Period | Amount || Period | Amount 
July 1, 1957, to June 30, 1958___ | $1, 284, 000 || July 1, 1961, to June 30, 1962.........| $4, 715, 000 
July 1, 1958, to June 30, 1959. 1; 113,000 || Thereafter -..----| 7, 195, 000 
July 1, 1969, to June 30, 1960_-- 1, 000, 000 puis 
July 1, 1960, to June 30, 1961--- 7, 285, 000 | Total _ _- Spauline saaunieyalentin 22, 592, 000 
Nore I 


In terms of United States dollars of the weight and fineness in effect on 


July 1,:1944. 
GENERAL 


As of June 30, 1957, the Board of Governors had approved the applications 
for membership from the following countries : 





Country Subscrip- Date to Country Subscrip- | Date to 

| tion | accept | tion accept 

Cader a ES pe aati’ SRE Mi pa Dy RE" eae a2 r oe 
Ghana....--- 1$15, 000,000 | Oct. 15,1957 || Saudi Arabia 1$10, 000, 000 | Nov. 29, 1957 


Treland_. ..| 30, 000, 000 Dec. 31, 1957 Sudan. ...| 10,000, 000 Sept. 30, 1957 
| i { 


In addition the Board of Governors had approved an application from Haiti 
for an increase of $5.5 million in its share subscription. Haiti has until Sep- 
tember 30, 1957, to complete necessary action. 

Additional applications had also been received from Paraguay (subscription 
increase) and Libya, Malaya, Morocco, and Tunisia, but, at June 30, 1957, the 
amounts of shares had in each case not yet been determined. 


FEBRUARY 28, 1958 


Facts about World Bank lending 


{Expressed in United States dollars] 








{ 
Fiscal year | Number | Loans | Disbursement 
| of loans 

1946-47... .. ; 1 | — ~$250, 000, 000 $92, 000, 000 
1947-48... : i 5 | 263, 000, 000 | 378, 055, 751 
1948-49__ ee by ae 10 | 137, 100, 000 | 56, 235, 263 
1949-50___. ; ; ewes 12 166, 345, 000 | 87, 871, 146 
1950-51... 21 | 297, 080, 000 | 77, 564, 969 
1951-52__.. ‘ eis 19 298, 608, 000 | 184, 777, 004 
1952-53... 10 | 178, 633, 464 | 226, 756, 982 
1953-54. -..._. Spud 5 i 26 323, 682, 000 | 302, 296, 920 
1954-55__.- a 20 | 409, 610, 000 | 274, 169, 870 
1955-56... 26 | 396, 050, 000 | 283, 926, 916 
1956-57_... ae cde 20 | 387, 858, 000 | 332, 379, 283 
1957-58 to date 23 | 479, 581, 429 | ! 301, 088, 513 

Te ne ee sexu. ; 193 | * 3,587, 547,893 | 1 2, 597, 122, 617 


1 As of Jan. 31, 1958. 
2 Of the total $76,168,278 has been cancelled and $10 million has been refunded 
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PURPOSES FOR WHICH LOANS HAVE BEEN MADE ?4 

| Disbursement 
Reconstruction ................. tte anteater Licata okie $497, 000, 000 
Electric power ‘ 4 7 1,015, 000, 000 
i tree a apanbamesnipeeeungeuemhenbsanwieq 926, 000, 000 
I AG ois a a aid, ed UC heat baLendecemsidicciiacsevimend 24, 000, 000 
Agriculture and forestry...._.---- eile dens cheb higheicem « gitohessishde eh dill tel hake o mabititthin pltinnihtdiakiies 299, 000, 000 
ihe. (1a a ee eR a. eis hele binadsccetesmadadivannecunseaahnnebeounsébuaure 535, 000, 000 
Sanaa Tn labbonddewanenondasdane 205, 000, 000 
acta etek oe caee teas tieesedhe taabioedurcencnskecbeuncecscossaraece 3, 501, 000, 000 

TERM OF LOANS? 

Loans | Disbursement 
oe acne at Seale Sasa canine aaiammecrtinbie wen badinnas 27 $199, 800, 000 
ic cntsih «snide heal eiaadiulbninen a 4s teeadiibashntiidbedtdindetitn twnnde be 28 263, 500, 000 
I a ‘ 55 926, 700, 000 
I area, Se ee BS cho a eialanaepen oeininamnismues i 48 812, 900, 000 
UNE ii ssit die hades n ddindeeieks dhdhden bedeguthedidakindipapieuseodn 35 1, 384, 700, 000 
NIN sat Bealantsiccal se tgle hela bbetheadiindsaes setbiasiner aie wontigte carro sys otighcihon lbsabtejnisskwdteaiebes dienes 193 3, 587, 600, 000 

* Round figures. 
4 With cancellations and refundings deducted. 
OUTSIDE PARTICIPATION IN BANK LOANS 
Fiscal year With guaranty | Without guar- Total 
anty 

In all loans prior to July 1, 1951.-.............-.....-..- $28, 549, 000 $4, 468, 496 $33, 017, 496 
NN a ai saad ak te i al tas thi ilin abtradin deni Shin 12, 950, 001 10, 409, 191 23, 359, 192 
ica ht calls ate date tia alae cal alana acme 8, 304, 145 6, 330, 820 14, 634, 965 
ee ee ee oe 7, 940, 698 25, 865, 768 33, 806, 466 
Se test ktracnencdt danke hdund Hosdandiaideen dete 783, 500 98, 393, 636 99, 177, 136 
sche Dibra eis itn de teibelslyen sil Sancti chains Sls de sth coil 10, 476, 500 61, 690, 626 72, 167, 126 
i ed 0 aie tirnil bleh inite ninineiotler bmsinnenm vin eaten tate dubttinebaiide 56, 894, 751 56, 894, 751 
ne Fe Met neeragteende 55, 238, 161 55, 238, 161 
NA ont dbiihdénd Eh aphbiiheaahebdeithle Ud edésiincth 69, 003, 844 319, 291, 449 388, 295, 293 

Number | Original amount | Net amount! 

of loans 
Africa: 

a oes decid eee ak scala clit gee Edeptamicw aiauemare: estan 1 $10, 000, 000 $10, 000, 000 
OE a a ee enn, ae 2 80, 000, 000 80, 000, 000 
East Africa..._._-- vtiemtilliidids apnice stamesil 1 24, 000, 000 24, 000, 000 
a acento atthe ipinisen oa te ibe saan 4 23, 500, 000 23, 500, 000 
French West Africa. a ee cecal ki a epi 1 7, 500, 000 7, 091, 567 
Rhodesia and N yasaland_ Li dt dcsece ps okatawe 3 122, 000, 000 122, 000, 000 
Ruanda-Urundi . _.- a a, ceeded 1 4, 800, 000 4, 800, 000 
Union of South Africa _ hidiebiacine weaned 6 160, 200, 000 160, 200, 000 
Sisk act aaa et i es Rigetnstocn dnc iaopiatlatepsied 19 432, 000, 000 431, 501, 567 
Asia: Beg wy a 
I atic aiicatalie Roti ee en litl, aeacmaeindintisce ad alices 2 19, 350, 000 19, 350, 000 
tate ee in wea eitins eaten nung dndews 1 19, 110, 000 17, 372, 250 
a weinencanin 16 372, 610, 000 356, 354, 313 
ieee, ie ee a  ocaocnuone 1 75, 000, 000 75, 000, 000 
i etek Aas Linn wuimhioh vied intl 1 12, 800, 000 6, 293, 946 
ee Lo ee el ata cecal med 9 92, 900, 000 89, 963, 709 
SR ta cue he honk bien net hesisne«duwemmane 1 27, 000, 000 27, 000, 000 
I ibd 8 112, 450, 000 112, 450, 000 
et ec enupewetiedpaaiedal 1 21, 000, 000 21, 000, 000 
a aladaciecrieciceh etch altar ai eet rioraee peheadiniitnal 6 106, 800, 000 106, 800, 000 
rire Tallis el cil tichdierh endtrines caveat acnimaatatetaeiatends 46 | 859, 020, 000 831, 584, 218 
Australasia: Australia (total) .................---.-------- 6 ___6| __317,730,000 317,730,000 | 317, 730,000 


See footnote at end of table, p. 339. 
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Number | Original amount| Net amount! 
of loans 
Europe: 

a a a ane aaa ee 5 $56, 571, 429 $56, 571, 429 
SS ns a ckdnn cececawcepeeesds vec ckJeaaachsaneen 4 76, 000, 000 76, 000, 000 
I tae) La dah odin v5 bs ree Fees 1 40, 000, 000 40, 000, 000 
ON a at Si RIN ean 6 65, 279, 464 §5, 080, 180 
TT ed ene adenine 1 |} 250, 000, 000 250, 000, 000 
POO e cae soaks uleks au nctatecadadedsiuucaee 5 5, 914, 000 5, 914, 000 
it sarc cedis bcedimiibiie > <ahtitins diabatepineds Sidlliaeitinabateta 5 239, 628, 000 238, 028, 000 
ia a a 1 | 12, 000, 000 11, 761, 983 
Pk a ee ea 10 244, 000, 000 236, 451, 985 
DOU tivice Cock ciindein coonddcednntubeccacdbdeuatebeee 3 75, 000, 000 75, 000, 000 
SI SS a asics sindidlicidlsbepinentas ebdasdhaninenes ipsa Ra 6 63, 400, 000 60, 822, 383 
Fe ia citnesincsitndieninan acdnnisenettdeateiteimnagla 3 60, 700, 000 60, 700, 000 

Mind occccesckiedbaccstcslaakcdsuousuene 50 1, 188, 492, 893 1, 176, 329, 960 

Western Haminphare: 

Brazil_. Seucitus 11 | 207, 490, 090 182, 471, 054 
ee se ee iaceighewbredss eaenk 7 | 74, 100, 000 73, 654, 456 
a a le i i st ee ree ll 111, 280, 000 111, 205, 441 
ee 1 3, 000, 000 3, 000, 000 
Ecuador. ; cE é 5 | 33, 600, 000 33, 600, 000 
RR Se iz 2 | 23, 645, 000 23, 645, 000 
I siivannsinceleauiiesind 1 18, 200, 000 18, 200, 000 
Haiti.-_- ; % 1 2, 600, 000 2, 600, 000 
Honduras... 1 4, 200, 000 4, 200, 000 
Mexico--. bonbunwedéihdhideeovcstbanttababeasene 7 171, 800, 000 152, 327, 888 
Nicaragua... ‘ 10 23, 000, 000 22, 990, 115 
MO ae oie a 3 | 7, 390, 000 6, 847, 426 
Paraguay. ___- 1 5, 000, 000 4, 492, 191 
eG cob w cee ee B exes reals Seed d devclivaindln 8 41, 000, 000 40, 910, 299 
TE ii ee aig ee se 3 | 64, 000, 000 64, 000, 000 

I iia cert Saas las cm sense sohoetins apes ete vaetion taemneoaah 72 790, 305, 000 744, 143, 870 

ON isin chcecde<on nda ibd sé ieillcdicels 193 | 3, 587, 547, 893 3, 501, 379, 615 








1 With eiaiadidiigte and refundings deducted. 
Source: World Bank, 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 


Supplement to the 12th annual report 


A summary of developments in the bank from July 1, 1957, to January 31, 1958 


(This statement has been prepared for the use of the Economic and Social 
Council of the United Nations in connection with the Council’s consideration of 
the 12th annual report of the bank.) 


MEMBERSHIP AND SUBSCRIPTION 


Since the end of the fiscal year, Ireland, Saudi Arabia, the Sudan, and Ghana 
have become members of the bank. Ireland subscribed to 300 shares of capital 
stock with a total par value of $30 million. Saudi Arabia and the Sudan each 
subscribed to 100 shares with a total par value of $10 million. Ghana subscribed 
to 150 shares with a total par value of $15 million. 

On January 31, there were 64 members and the total of subscribed capital was 
$9,333,400,000. 

LENDING ACTIVITIES 


Since June 30 the bank has made 22 loans totaling the equivalent of $404.6 
million in 13 countries. The loans were made in Austria, Belgium, Belgian Congo, 
Brazil, Chile, Ecuador, India, Japan, Mexico, Pakistan, Philippines, South Africa, 
and Thailand. This brought the gross total of bank lending to $3,512.5 million, 
made up of 192 loans in 46 countries and territories. 


* e « * + * s 
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FUNDED DEBT 


The funded debt of the bank was increased by a net amount of $367 million 
during the 7-month period bringing the total outstanding funded debt of the 
bank to the equivalent of $1,401 million on January 31. 

Two new United States dollar bond issues totaling $225 million were publicly 
offered in the United States by an underwriting group headed by Morgan Stan- 
ley & Co. and the First Boston Corp. The first consisted of $75 million 4%4 
percent 23-year bonds of 1957 ; $53.7 million of these bonds were issued in Novem- 
ber 1957, with a further $21.3 million of the bonds subject to delayed delivery. 
The second consisted of $150 million 444 percent 21-year bonds of 1958; 
$129,250,000 of these bonds were issued in January 1958, with a further $20,- 
750,000 of bonds subject to delayed delivery. 

The bank, in 2 transactions, borrowed a total of $175 million from the 
Deutsche Bundesbank (the central bank of Germany). In July 1957, the World 
Bank placed with the central bank $100 million of 4%, percent. Notes due 
1958-60 and, in October 1957, placed $75 million of 4% percent notes due 
1959-61. 

Pursuant to delayed delivery arrangements in connection with previous bond 
issues, the bank issued a further $7.6 billion of its 4%, percent, 21-year bond 
of 1957, and $9.7 million of its 4% percent 20-year bonds of 1957. 

Regular purchase fund and sinking fund transactions amounted to $8.2 mil- 
lion. 

SALES OF BORROWERS’ OBLIGATIONS 


Private investors have participated directly in 12 of the 22 loans that have 
been made since July 1. These participations amounted to the equivalent of 
$26.7 million and took place in connection with loans in Austria, Belgian Congo, 
Chile, Ecuador, India, Japan, Mexico, Pakistan, and the Philippines. In all 
cases the participations were undertaken without the guaranty of the bank. 

Including these participations, the bank has sold or agreed to sell the equiva- 
lent of $41.3 million principal amounts of loans since July 1. At January 31, 
1958, the total amount of such sales was $374.3 million, of which $305.3 million 
was without the bank’s guaranty. 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT, 
Washington, D.C., November 20, 1957. 


{Press release No. 513] 
LOAN TO PRIVATE STEEL COMPANY IN INDIA 


The World Bank, jointly with 9 United States and Canadian commercial 
banks, today made a loan of $32,500,000 to the Tata Iron & Steel Co. Ltd., a 
privately owned company which is the largest and oldest established steel pro- 
ducer in India. The loan will help to complete an expansion program aimed 
at doubling the company’s steel-ingot producing capacity. 

The $15 million provided by the banks is the largest participation yet taken in 
a World Bank loan. It was arranged by the First Boston Corp., acting as agent 
for the Tata Co. The participants are the Bank of America N. T. & S. A., the 
Chase Manhattan Bank, the First National City Bank of New York, the Royal 
Bank of Canada, Chemical Corn Exchange Bank, Manufacturers Trust Co., the 
Northern Trust Co., the Philadelphia National Bank, and the National Bank of 
Washington, D. C. The maturities taken up by the commercial bank partici- 
pating in the loan will be the first five semi-annual payments, falling due from 
October 1960 to October 1962. The participations are without the guaranty of 
the bank. 

Indian production costs for steel are among the lowest in the world, mainly 
because of the convenient location of abundant resources of coal, high-quality 
iron ore and other necessary materials. Approximately half of India’s present 
requirements of finished steel are at present met from abroad, and demand is 
growing rapidly. The expansion of steel production is therefore being given 
high priority in the second 5-year plan. The aim is to bring domestic steel pro- 
duction abreast of demand by the end of March 1961. A large part of this ex- 


Source: Supplementa) Report of December 31, 1958 ; World Bank. 
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pansion is to be achieved by programs undertaken with World Bank support 
by the two privately owned steel companies in India, the Tata Iron & Steel Co., 
Ltd., and the Indian Iron & Steel Co. 

The Tata Co. possesses the largest integrated steel mill in Asia and accounts for 
more-than two-third of India’s present steel production. Its plant, situated 
at Jamshedpur, 150 miles west of Calcutta, has its own iron ore and coal mines 
nearby. The company embarked upon a modernization and expansion program 
in 1951, but by last year it had become clear that still further additions to 
capacity would be required to meet India’s rapidly increasing demand for steel. 
The company, therefore, began a further program early in 1956 to raise steel- 
ingot capacity to 2 million tons annually, compared with 1.1 million tons in 
1950; the output of finished and semifinished steel is to be raised to 1.5 million 
tons. 

Tata’s expansion programs call for total investment, in the 5-year period 
ending March 1960, equivalent to approximately $250 million, more than half in 
foreign exchange. The company has a long record of profitable operation and 
is providing much of the total investment from its own resources, which includes 
the proceeds of a recent stock issue in India of 134.5 million rupees ($28 million). 
Borrowings, both in India and abroad, amounting to about half the required 
investment, are providing additional finance. 

In June 1956 the World Bank lent $75 million for Tata’s expansion program 
started in that year, and today’s borrowing will enable the company to bring 
both this and the earlier program to completion. The main installations to be 
completed are a new battery of coke ovens, an ore crushing and sintering plant, 
a blast furnace, increased converter and open hearth capacity, a blooming 
mill, a continuous sheet-bar and billet mill, and a structural mill. Construction 
has been going forward under the supervision of Henry J. Kaiser Co., engineers, 
and is approximately on schedule, with all major works expected to be completed 
by June 1958. Most of the other works are expected to be completed within 
2 years thereafter. 

The loan to the Tata Co. brings to $356 million the amount the bank has lent 
to private enterprises and Government agencies in India. Earlier lending was 
for railway improvements, electric power, agricultural machinery, jet passenger 
aircraft, and iron and steel industry, and the establishment of the Industrial 
Credit & Investment Corporation of India. 

Today’s loan is for a period of 13% years with interest, including the 1 percent 
commission credited to the bank’s special reserve, at 6 percent. 

The loan agreement was signed by E. T. Warren, president of Tata Inc., New 
York, on behalf of the Tata Iron & Steel Co., Ltd., and the guaranty agreement 
by H. Dayal, Chargé d’Affaires at the Indian Embassy, on behalf of the Gov- 
ernment of India. Eugene R. Black, President, signed both documents on be- 
half of the World Bank. 





INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT, 
Washington, D. C., July 12, 1957. 


[Press release No. 489] 
INDIAN Rattway LOANS 


BKugene R. Black, president of the World Bank, today announced that the 
bank has agreed to make 4 loans to India—1 in Japanese yen, 1 in pounds sterling, 
1 in Italian lire, and 1 in United States dollars and other currencies—to assist 
a program for modernizing and developing the Indian railways. The funds will 
be used to help meet payments on imported equipment which fall due in 1957 
and 1958. 

An agreement signed today by the Indian Ambassador in Washington, Mr. G. L. 
Mehta, and Mr. Black, embodies loan of 8,640 million Japanese yen (equivalent to 
$24 million) ; 6,825,000 pounds sterling ($19.1 million); 7 billion Italian lire 
($11.2 million); and United States dollars and various European currencies 
equivalent to $35.7 million. 

The Indian railway system is the fourth largest in the world, comprising nearly 
36,000 route miles. With the exception of a few miles of narrow gage line, the 
system is owned by the Government, and managed and operated by the railway 
board, which is a part of the Ministry of Railways. The board and its staff run 
the railways efficiently despite much overage rolling stock and inadequate equip- 
ment. 
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The railways are by far the most important form of transport in India, where 
highways, river, and coastal shipping cannot handle large volumes of long-haul 
traffic. Improvement of the railway system is vital to the success of the second 
5-year plan now underway. During the 5 years of the first plan, which began 
in April. 1951, freight carried by railroads grew by one-fifth, reaching 115 million 
tons in the final year. Growing production and trade continue to exert increasing 
pressure on the railways: the handling of coal and mineral ores, which account 
for 40 percent of freight, will expand further to feed new steel capacity now being 
built and to move iron ore for export. 

The railways are now carrying out a 5-year program to increase freight capacity 
by 40 percent, from 115 million to 162 million tons a year, and to increase pas- 
senger capacity by about 15 percent. 

The proposed expenditure on the railway program under the second 5-year 
plan is 11,250 million rupees ($2,363 million equivalent) of which some 4,250 
million rupees ($893 million equivalent) is required in foreign currencies for the 
purchase of essential goods, materials and equipment which are either not pro- 
duced in India or of which the domestic supply is insufficient. 

The most important objectives of the program are the acquisition of more than 
2,300 locomotives, 11,500 passenger cars, and 107,000 freight cars; the doubling 
of about 1,600 miles of main-line tracks; the renewal of 8,000 miles of track; the 
construction of about 850 miles of new lines to give access to coal and ore fields 
and to relieve congested areas; improvements in yards and signaling facilities; 
and the electrification of mainlines in regions of high density passenger and 
freight traffic, particularly the Calcutta area. 

The bank’s loans will pay about half the cost of purchasing from abroad goods 
and equipment on which payment falls due in 1957 and 1958. These purchases 
include more than 500 locomotives, 10,000 freight cars, 100,000 wheelsets, 1,500 
underframes, rails, and other materials and equipment. These items have been 
ordered, on the basis of international bids, in various countries. 

All the loans are for a term of 15 years and bear interest of 5% percent, in- 
cluding the 1 percent commission, which is allocated to the bank’s special re- 
serve. Amortization will begin July 1, 1961. The loans were approved by the 
bank’s Executive Directors on July 12. 

This is the second time the World Bank has lent funds for the Indian railways. 
A loan of $34 million made in August 1949 was used to purchase 418 locomotives, 
boilers, and miscellaneous spare parts, and helped to remedy a serious shortage 
of motive power. In addition to the railway loans, the bank has made other 
loans in India for the development of electric power, agriculture, iron and steel 
production, for the purchase of jet passenger aircraft, and to provide funds to a 
development corporation for investment in private enterprises. 


INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT (WORLD BANK), 
Washington, D. C., December 23, 1954. 


[Press release No. 382] 


BANK AppRovES $10 MILLION LOAN TO INDUSTRIAL CREDIT & INVESTMENT 
CORPORATION OF INDIA, LTD. 


The World Bank has approved a loan of $10 million which will be made to 
the Industrial Credit & Investment Corporation of India, Ltd., a corporation 
being formed by private investors for the purpose of assisting the growth of 
private industry in India. It is expected that the corporation will be estab- 
lished in January 1955, at which time the bank will enter into a formal loan 
agreement. 

Private investors from India, the United Kingdom, and the United States will 
subscribe the initial share capital of the corporation, which will be 50 million 
rupees ($10,500,000). A group of 5 prominent Indian industrialists and financiers 
are arranging for the sale of 35 million rupees ($7,350,000) of share capital in 
India, partly through private placement and partly by public offering. The Brit- 
ish investors—some of the Eastern Exchange banks, the Commonwealth Develop- 
ment Finance Co., Ltd., and several insurance companies and industrial firms— 
will subscribe 10 billion rupees ($2,100,000) of capital. American investors are 
the Bank of. America, the Rockefeller brothers, Olin Mathieson Chemical Corp., 
and Westinghouse Electric International Corp.; they will subscribe 5 million 
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rupees ($1,050,000) of share capital. In addition, the Government of India will 
make an interest-free advance of 75 million rupees ($15,750,000) to the 
corporation. 

The new corporation will make long- and medium-term loans to industrial 
enterprises ; purchase shares of industrial enterprises ; underwrite new issues of 
securities; guarantee loans from other investment sources; and help industry 
to obtain managerial, technical, and administrative advice and assistance. Ags 
rapidly as is prudent, the corporation will sell its loans and shareholdings to 
other investors, thereby expanding the capital market and recovering its own 
capital for further investment. 

Lack of risk capital has always been an impediment to the growth of industry 
in India. While substantial investments were possible during World War II 
and the period immediately following, since 1948 it has been difficult for even the 
largest and best established concerns to raise new capital in the Indian markets, 
and even these concerns have had to rely mainly on issues of fixed-interest 
securities rather than of equity capital. 

The first 5-year plan (1951-56) relied to a great extent upon private enter- 
prise to bring about the industrial expansion thought necessary. Both new 
investment and investment envisaged for modernization and renewal of plant 
and equipment, however, have been below the level hoped for. 

The nature of the new corporation and its sponsorship by leading financial 
institutions in India and abroad should enable it to tap funds in India not at 
present being made available to industry, and in due course to increase the 
flow of foreign investment into India. Furthermore, its powers to underwrite 
new issues will fill a gap in the Indian capital market. The corporation will 
benefit the Indian economy not only by the direct financing of industry but 
also in other ways of equal importance. Through its connections abroad, it will 
be in a position to help Indian industry to meet its needs for technical knowl- 
edge and managerial experience, which are almost as pressing as the need for 
finance. 

The possibilities of establishing a privately owned corporation which would 
encourage the growth of industry in India were first discussed at the end of 
1953. In February 1954 a mission organized by the World Bank visited India 
to explore the matter further with Government officials and leading business- 
men; the mission included George Woods of the First Boston Corp. and Robert 
Craft of the American Securities Corp. The main outlines of the corporation 
were agreed upon during that visit, and a steering committee of five prominent 
Indian businessmen was set up to formulate definite plans for its organization. 
Meanwhile, the World Bank explored the possibility of obtaining private British 
and American participation in the corporation’s equity capital. Representatives 
of the steering committee, the Government of India, and of the British and 
American investors met with World Bank officials in Washington in October 
1954 and reached agreement on all points of substance and on drafts of all 
documents. 

It is expected that the initial board of directors of the corporation will 
include Sir Ramaswami Mudaliar (prominent public figure and businessman of 
Madras), Sir Biren Mookerjee (Martin Burn, Ltd., of Calcutta), Kasturbhai 
Lalbhai (Bombay textile mill owner), A. D. Shroff (Tata & Sons, Ltd., of Bom- 
bay), G. D. Birla (Birla Bros., Ltd., of Caleutta), W. R. Cockburn (Chartered 
Bank of India, Australia, and China), J. G. Beevor (Legal and General Assur- 
ance Society, Ltd., and Commonwealth Development Finance Co., Ltd.), and 
Russell Smith (Bank of America). The Government of India will also appoint 
a director. The general manager of the corporation will be P. 8S. Beale, who is 
resigning his position as chief cashier of the Bank of England to accept this 
appointment. 

The authorized capital of the corporation will be 250 million rupees ($52.5 
million) divided into 500,000 ordinary shares (common stock) and 2 million 
unclassified shares, all with a par value of 100 rupees each. Initially, the corpo- 
ration will jssue only the ordinary shares of 50 million rupees ($10.5 million) 
which will be offered for subscription in cash at par. Investors in the United 
Kingdom will subscribe to 100,000 shares, and investors in the United States 
to 50,000 shares. The remaining 350,000 shares will be sold in India; it is 
expected that 150,000 will be sold by private placement and 200,000 will be 
offered for public subscription. 

The Government of India will make a 30-year advance of 75 million rupees 
($15,750,000) to the corporation, free of interest and repayable in 15 equal 
annual installments, beginning in the 16th year. This advance will be provided 
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out of funds derived from the proceeds of the sale of steel supplied by the 
Foreign Operations Administration of the United States, and will be made to the 
corporation when the share capital has been subscribed. 

The proceeds of the $10 million World Bank loan will be used for the pur- 
chase of imported material, equipment, and services needed to carry out private 
industrial projects financed by the corporation. The loan will be for a term 
of 15 years and bear interest of 454 per annum including the statutory 1 per- 
cent commission charged by the bank. Amortization will begin January 1, 
1960. The Government of India will guarantee the loan. 

This will be the seventh loan made by the bank for development projects in 
India, and will bring the total lent to $126.7 million. The other loans were for 
the development of electric power, agriculture, railways, and iron and steel 
production. 


SUPPLEMENT TO PRESS RELEASE ON WORLD BANK LOAN TO INDUSTRIAL CREDIT 
& INVESTMENT CORPORATION OF INDIA, LTD. 


The British group subscribing to the equity capital of the Industrial Credit & 
Investment Corporation of India, Ltd., includes— 

1. Eastern exchange banks: 
Chartered Bank of India, Australia, and China 
Hongkong & Shanghai Banking Corp. 
Mercantile Bank of India 
National Bank of India 
The Eastern Bank 
The British Bank for the Middle East 
Lloyds Bank (eastern department) 
Grindlays Bank 

2. British insurance companies: 
Alliance Assurance Co., Ltd. 
Atlas Assurance Co., Ltd. 
Caledonian Insurance Co. 
Century Insurance Co., Ltd. 
Commercial Union Assurance Co., Ltd. 
Eagle Star Insurance Co., Ltd. 
Employers’ Liability Assurance Corp., Ltd. 
Gresham Life Assurance Society, Ltd. 
Guardian Assurance Co., Ltd. 
Legal & General Assurance Society, Ltd. 
London Assurance 
London & Lancashire Insurance Co., Ltd. 
National Employers’ Mutual General Insurance Association, Ltd. 
New Zealand Insurance Co., Ltd. 
North British & Mercantile Insurance Co., Ltd. 
North Assurance Co., Ltd. 
Norwich Union Fire Insurance Society Ltd. 
Norwich Union Life Insurance Society 
Pearl Assurance Co., Ltd. 
Phoenix Assurance Co., Ltd. 
Prudential Assurance Co., Ltd. 
Royal Insurance Co., Ltd. 
Royal Exchange Assurance 
Scottish Union & National Insurance Co. 
South British Insurance Co., Ltd. 
Sun Insurance Office Ltd. 
Sun Life Assurance Company of Canada 
Union Insurance Society of Canton Ltd. 
Western Assurance Co. 
Yorkshire Insurance Co., Ltd. 

8. The Commonwealth Development Finance Co., Ltd. 

4. Other industrial companies in the United Kindom: 
Associated Electrical Industries Ltd. 
English Electric Co., Ltd. 
General Electric Co., Ltd. 
Guest, Keen & Nettlefold Ltd. 
Gray Dawes & Co. 
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(Reference to the IFC will be found on page 147.) 
INTERNATIONAL FINANCE CORPORATION 
First Annual Report, 1956-57 (excerpts) 
Wuat Is IFC? 


IFC is an international institution, closely affiliated with the World Bank, 
with capital of $92 million subscribed by 51 member governments. IFC’s pur- 
pose is to further economic development in its less developed member countries 
by investing—without government guaranty—in productive private enterprises 
in association with private investors who can provide competent management. 
IFC does not intend to compete with private capital; nor will it-exercise manage- 
ment functions. 

ELIGIBILITY OF INVESTMENT PROPOSALS 


IFC judges projects on the basis of their merits as investments for private 
capital. 
Private character 

IFC, unlike the World Bank, deals directly with private business people 
without government intervention and will finance only private enterprises. It 
will not invest in undertakings which are government-owned and operated, or 
in the management of which the government participates to any significant 
extent. However, an enterprise in which some public funds have been invested 
is not necessarily precluded from being financed by IFC if the enterprise is 
essentially private in character. 

IFC does not seek and will not accept any government guaranty. 


Location of the project 


The project must be located in a member country, including dependent terri- 
tories. IFC will concentrate mainly on projects located in the less developed 
areas—Africa and Asia (including the Middle East), Australia and Latin 
America. 


Type and size of enterprise 


IFC will consider either the expansion or improvement of an existing enter- 
prise, or the creation of a new one. During the first years, it normally will 
make its investments in enterprises which are predominantly industrial (manu- 
facturing; processing, mining), and will deal with companies whose assets, after 
financing, will equal at least $500,000. 


Size of IFC investments 


IFC will not cover more than half of the total cost of an enterprise. Its 
investments are generally expected to range in size from about $100,000 te 
$2,000,000, at least in its early stages. Essentially IFC is an investing rather 
than a lending institution. 

IFC will make investments which will encourage participation by private 
investors, initially, or subsequently through the purchase of IFC’s investment. 
It will be the objective of IFC in each case to shape its investment so as to 
contribute to the soundness of the financial structure of the enterprise. 

IFC’s investments will not be conventional, fixed-interest loans. They will 
be intermediate between loan capital on the one hand and share capital on the 
other—loans carrying some interest and some right to participate in the growth 
of the business. 

Such participation may take the form of (@) a right to convert the loan or 
some part of it into share capital, or an option to subscribe to share capital, or 
(6) a right to some additional income related to earnings, or (c) both. The 
amount and form of the participation are matters for negotiation to suit the 
circumstances of each individual case. Furthermore, [FC does not have a stand- 
ard rate of interest. The rate is only one part of the investment terms. 

In its investments IFC considers earning power more important than a lien 
on assets. Where IFC’s investment terms are satisfactory, it does not object to 
other loans, up to an appropriate amount, ranking in priority to its own in- 
vestment. 

Since its capital is in United States dollars, IFC will, in its early years, 
generally make investments expressed in United States dollers. Put it will 
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invest, at least in part, in other currencies if justified by the stability of such 
currencies and by the participation rights of the investment. 

IFC intends to revolve its portfolio by selling its investments as soon as they 
prove sufficiently successful to attract private investors. However, it is prepared 
to give the principals a right of first refusal to purchase IFC’s interest in the 
enterprise. 

The International Finance Corporation was established on July 24, 1956, when 
81 countries, with capital subscriptions totaling $78 million had fulfilled the 
membership requirements of the articles of agreement. 

The inaugural meeting of the Board of Governors of the Corporation was held 
in conjunction with the annual meeting of the International Bank in Washington, 
D. C., on September 27, 1956. A report covering the period from July 24 to 
September 15, 1956, was submitted to the Board of Governors at that meeting. 

On September 10, 1957, the Corporation had 51 member countries, whose sub- 
scriptions totaled $92 million, as set forth in appendix D. Alli the capital due 
has been fully paid with the exception of $590,000 which has been owed by Egypt 
since August 23, 1956. Additional applications for membership in the Corpora- 
tion had been received from Afghanistan, Ghana, Libya, and Malaya. 

As received, the capital has been invested in United States Government obliga- 
tions with maturities up to 5 years. Gross income from these investments to 
June 30, 1957, was $2,408,000 and, after deduction of operating expenses of 
$733,000, net income for the year was $1,675,000. The balance sheet and the 
statement of income and expenses are attached as appendixes A and B. 


OPERATIONS 
INQUIRIES AND PROPOSALS 


The Corporation has received a large number and variety of inquiries and 
proposals with reference to possible investments in many of its member countries. 
As was inevitable with a new type of international financial organization, 
many inquiries have been based on a misunderstanding of its purpose, which is 
to use its funds for investment in private enterprises, and not to finance trans- 
actions such as export credits, installment sales, ship mortgages, and the like. 

Other inquiries involving commercial or agricultural projects have been de- 
clined in view of the Corporation’s policy to confine its activities, in the earlier 
years, to the field of industrial enterprise, which includes processing of agricul- 
tural products and mining. 

In addition to the proposals which were outside the scope of the Corporation’s 
activities, numbers of others were vague ideas rather than specific proposals, 
and had to be declined until they could be put into more tangible form. Where 
appropriate the Corporation has sought to make suggestions on how this might be 
accomplished. 

The Corporation has also had correspondence and discussions with a large 
number of industrial firms, financial groups and individuals regarding the 
Corporation’s policies and operations. Many of these are large European and 
United States companies with long experience in the foreign field, as well as a 
wide variety of smaller concerns, some of which are considering foreign opera- 
tions for the first time. 

There has also been widespread interest, and a number of specific proposals, 
originating from the less industrially developed countries, in which the Corpora- 
tion expects to concentrate its investments. 

A number of investment proposals which at first appeared promising showed, 
after investigation, weaknesses of various types making them unsuitable for IFC 
financing. On the other hand, several proposals on which considerable work was 
done were postponed or withdrawn by the sponsors for various reasons. Some 
decided to do the entire financing themselves; some secured financing from other 
sources. A few have been withdrawn because of inability to agree on financial 
terms. 

All these factors make it difficult to be specific regarding the number of 
applications for investment received by the Corporation. However, as a rough 
approximation, there are now before the Corporation between 25 and 30 pro- 
posals which appear to be within the scope of its operations and which offer 
reasonable prospects of being suitable for investment. The largest number of 
these proposals concerns projects located in Latin America ; a somewhat smaller 
number is for projects in Asia and the Middle East with relatively few in other 
areas. The proposals include projects for pulp, paper and forest products; 
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textiles; agricultural, industrial and construction machinery; engineering; 
chemicals ; food processing ; cement ; mining ; and printing. 

The projects now under consideration are in various stages of study relating 
to the character, ability, and experience of the sponsor, provisions for manage- 
ment, market prospects, engineering and other technical features, proposed 
financing, and prospects of profitable operations. It is, of course, necessary 
also to take into account the general situation in the country in which the in- 
vestment is to be located, together with the laws and regulations which would 
apply to the proposal. 

INVESTMENTS 


As of September 10, 1957, the Corporation had entered into four commit- 
ments totaling the equivalent of $5,320,000 as follows: $2 million investment in 
Siemens do Brasil Companhia de Electricidade, in Brazil; the equivalent of 
$600,000 in Engranes y Productos Industriales, S. A., in Mexico; $2.2 million 
in Empresa Minera de Mantos Blancos, 8. A., in Chile; and the equivalent of 
$520,000 in Bristol de Mexico, S. A., in Mexico. 


Siemens do Brasil Companhia de Electricidade, in Brazil 


‘On June 20, 1957, the Corporation reached an agreement, subject to comple- 
tion of the necessary legal formalities, for a $2 million investment in Siemens 
do Brasil Companhia de Electricidade. Siemens do Brasil is owned by Siemens 
of Germany, the largest manufacturing enterprise in that country. 

The Corporation’s investment, together with the equivalent of $8.5 million 
being invested by Siemens of Germany, will be used to expand the plant facili- 
ties and business of Siemens do Brasil for the manufacture of electric generat- 
ing equipment, switchgear, transformers, large motors and accessories for 
utility and industrial application as well as telephone equipment. This will be 
the first integrated plant for manufacture of such a broad range of heavy elec- 
trical apparatus in Brazil. Construction is now under way, with initial pro- 
duction due to start at the beginning of 1958, and completion scheduled in 3 
years. 

The Corporation’s investment of $2 million will be in notes bearing interest 
at 6 percent, maturing in 15 years, with amortization beginning at the end of the 
llth year, to retire the issue in equal annual amounts by maturity. The Cor- 
poration will receive a 15-year option on shares equivalent to the complete 
conversion of its notes. 


Engranes y Productos Industriales, 8. A., in Mexico 


On August 13, 1957, the Corporation reached an agreement, subject to com- 
pletion of the necessary legal formalities, for an investment equivalent to 
US$600,000 in Engranes y Productos Industriales, S. A., a Mexican company, 
owned by Mexican and American stockholders. 

The Corporation’s investment, together with an investment by the share- 
holders of Engranes, will be used to expand the plant facilities and business for 
the manufacture and sale of a variety of industrial products and components. 
This will include the addition of machine tooling for the manufacture of auto- 
motive and other mechanical parts, a forge shop, and an electric steel furnace. 
The expanded project will represent the first manufacture in Mexico of auto- 
motive differential gears and universal joints, hydraulic jacks, and rock-drill 
parts. Production of some of these firms will start this autumn and should be 
under way for all items in 1958. 

Engranes is the outgrowth of three separate manufacturing enterprises started 
in 1953 by a young American engineer who settled in Mexico a few years before. 
The present company was formed early this year by the consolidation of the 
three enterprises: A machine shop, an iron and nonferrous metal foundry, and 
a plate shop for production of tanks and steel fabrication. 

The corporation’s investment, equivalent to US$600,000, will be in notes, 
half denominated in dollars and half in Mexican pesos. Both the dollar and peso 
portions will bear interest at 7 percent per annum, plus contingent interest related 
to the company’s future earnings. Final maturity of the notes will be in 10 
years, with amortization beginning during the fourth year, to retire the issue 
in equal semiannual amounts. The corporation will receive a 10-year option on 
shares equivalent to the conversion of 40 percent of its total investment. 


Empresa Minera de Mantos Blancos, 8. A., in Chile 


On August 20, 1957, the corporation reached an agreement, subject to comple- 
tion of the necessary legal formalities, for a $2.2 million investment in Empresa 
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Minera de Mantos Blancos, 8. A., a Chilean corporation. Mantos Blancos is 
controlled by Empresas Sudamericanas Consolidades, S. A., a Panamanian cor- 
poration which holds the extensive mining, industrial, and commercial interests 
of Dr. Mauricio Hoclischild and his associates in the major countries of North 
and South America and Europe. Corporacion de Fomento de la Produccion of 
Chile and other Chilean and foreign nationals have small investment interests in 
Mantos Blancos. 

The corporation’s investment is part of a financial program totaling $12.8 
million for development of the Mantos Blancos copper mine and a smelter located 
45 kilometers northeast of Antofagasta, largest city and port of northern Chile. 
The ore deposit has been known for many years but the development of the 
property required new metallurgical methods for treating the ore and also an 
adequate and reliable source of water which became available only this year. 

About $3 million has heen invested by the Hochschild interests during the past 
several years in defining the Mantos Blancos ore bodies, and in engineering, 
through extensive pilot-plant operations, a satisfactory metallurgical process. 
The proven ore body will now be developed and a metallurgical plant constructed 
to process 2,000 tons of ore per day, producing about 25 million pounds of 
refined copper per year. Full-scale operations are expected by mid-1959. 

Including the $3 million already invested in common shares by the stockholders’ 
group, total capital of Mantos Blancos will amount to $12.8 million, of which 
half will be in the form of debt and half equity. The Hochschild group is com- 
mitted to provide the total equity of $6.4 million and $2.2 million in debt. The 
balance of debt financing will be provided by $2 million from the American 
Overseas Finance Company of New York and $2.2 million from IFC. 

The corporation’s investment of $2.2 million will be in debentures bearing 
interest at 7 percent, with amortization beginning in the seventh year to be retired 
in equal semiannual amounts. The corporation will receive option rights to pur- 


chase $i.1: million of Mantos Blancos common stock. In addition, the corpora- 
tion will receive conditional payments dependent upon the amount of dividends. 


Bristol de Mewico, 8. A., in Mexico 

On September 10, 1957, the corporation reached an agreement, subject to 
completion of the necessary legal formalities, for an investment of the equivalent 
of US$520,000 (half in United States dollars and half in Mexican pesos) in 
Bristol de Mexico, 8. A. Bristol de Mexico is owned by the Bristol Aeroplane 
Company of Canada, the majority stockholder; Aeronaves de Mexico, 8S. A., a 
leading Mexican airline; and other private Mexican investors. Bristol of Canada 
is a subsidiary of the Bristol Aeroplane Company Limited of England. 

The Corporation’s investment, together with an investinent equivalent to 
$912,000 by the shareholders of Bristol de Mexico, will finance the establishment 
of an overhaul and repair shop adjoining the Mexico City Airport. The plant 
will be equipped to process engines of the types used in DC-38, DCH, DC-—6, and 
Convair aircraft, which are most widely used in Mexico. This is the first shop 
in Mexico fully equipped to handle the complete overhaul and testing of such 
engines. The plant-has a capacity to overhaul abéut 480 engines of the 4 principal 
types per year. Plant construction is completed, and preliminary operations are 
starting. 

The Aeronaves Airline will pay for its subscription to shares in Bristol de 
Mexico in the form of inventory of spare engine parts and equipment from its 
repair shop at Torreon which it has now closed. Aeronaves has contracted with 
Bristol for all its engine overhaul and repair business. 

Bristol de Mexico has entered into a management contract with Bristol of 
Canada to furnish a general manager and supervisory personnel as needed. 

The nucleus of the work force consists of the trained mechanics and fore- 
men transferred from the Aeronaves shop, which will be augmented by selected 
students trained by the International Civil Aviation Organization. 

The Corporation’s investment equivalent to US$520,000 will be in notes, 
denominated half in dollars and half in pesos. Both portions will bear interest at 
7 percent per annum plus contingent interest payments dependent upon the 
amount of earnings, with amortization in 13 semiannual amounts starting in the 
third vear. The Corporation will receive an option on shares equivalent to 50 
percent of its total investment. 


MANAGEMENT AND STAFF 


In anticipation of the formation of the Corporation, a beginning was made on 
recruiting management and staff early in 1956. By late autumn the initial staff 
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had reported for duty. The number of full-time officers and professional staff is 
12, all located in Washington, and includes nationals of 5 countries. In addi- 
tion, several members of the World Bank staff, including one representative 
located in Paris, are giving part time to the Corporation. 

Also, in the interest of economy, the Corporation uses the services of the World 
Bank’s Economic Staff, and Legal, Treasurer's, Secretary's, Information and 
Administration Departments. The Corporation reimburses the bank for these 
services. 

Supplementing the work of its own full-time staff, the Corporation has retained 
two engineering consultants on part time. In addition, it has used the services of 
15 other consultants on specific assignments in the fields of engineering, produc- 
tion, marketing, and accountancy. They have been recruited from professional 
firms and industrial companies in North America, Europe and Latin America. 
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